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BOUND  VOLUMES  OF  RATE  RESEARCH. 

Volume  X  of  Rate  Research  is  now  available  in  bound 
form.  Volumes  III  to  X  inclusive,  covering  the  issues  for 
four  years  ending  April,  1917,  may  be  obtained  in  uniform 
substantial  binding  at  .|8.00  per  volume. 


RATES 

NEW  BEDFORD,  MASSACHUSETTS 

720— Rate  Schedules. 

New  Bedford  Gas  and  Edison  Light  Company,  New  Bedford,  Massa- 
chusetts (Pop.  96,652.)  Increase  in  Power  Rates  Effective  as  of  March 
15,  1917. 

The  New  Bedford  Gas  and  Edison  Light  Company  has  increased  its 
rates  for  power  service  to  cover  the  increased  cost  of  coal.  In  announc- 
ing "the  increase  to  its  customers  the  company  states  that  when  its 
power  schedules  were  adopted  the  cost  of  coal  was  .|3.50  to  4.00  per  ton. 
Last  year  (1916)  the  average  cost  was  $4.59  per  ton  and  it  is  estimated 
that  the  average  cost  in  1917  will  be  at  least  $6.00  per  ton.  The  com- 
pany's statement  continues  as  follows: 

"In  our  contracts  with  large  customers,  where  written  contracts 
are  entered  into,  it  is  jirovided  that  when  the  price  of  coal  exceeds 
.1t;4.00  per  ton,  the  customer  shall  pay  an  increased  price  per  kilowatt- 
hour  equivalent  to  the  increased  cost  due  to  the  price  of  coal.  Our 
§  figures  show  that  an  increase  of  $1.00  per  ton  in  the  cost  of  coal  means 

*■  approximately  an  increased  cost  of  1.18  mills  per  kilowatt-hour  on 

o  every  kilowatt-hour  sold. 

t  ^  "Because  of  the  pi-evailiiig  high  i)ricc  of  coal,  which  w(>  believe  to  be 

X    .  abnormal  and  temporary,  we  feel  justified  in  increasing  our  power 

J  ^  i-ates  by  adding  the  increased  cost  of  the  coal,  as  above  stated,  to 

*  ^  the  existing  figures.     Beginning  March  15th,  1917,  therefore,  we  shall 
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o 

o 
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Editorul  Note. — All  indented  matter  is  direct  quotation. 


11        Rate     Research 


add  2|  mills  to  the  various  prices  in  our  power  schetlule,  and  will 
make  bills  accordingly. 

"WTien  the  price  of  coal  falls  to  a  normal  figin-e,  we  will  restore  our 
former  schedule." 

No  change  is  made  in  the  lighting  rates.     The  schedules  with  the  changes 
made  effective  March  15,  1917,  are  as  follows: 

LIGHTING  RATES. 
Rate. 

11  cents  per  kilow.atf-hoiii-  for  the  first  100  kilowatt-hours  consumed  per  month. 
10  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 

9  cents  per  kilowatt-hour  for  the  ne,\t  300  kilowatt-hours  consumed  per  month. 

7  cents  per  kilowatt-hour  for  the  next  500  kilowatt-hours  consumed  per  month. 

6  cents  per  kilowatt-hour  for  the  next  1000  kilowatt-hours  consumed  per  month. 

5  cents  per  kilowatt-hour  for  the  next  1000  kilowatt-hours  consumed  per  month. 

4  cents  per  kilowatt-hour  for  the  next  1000  kilowatt-hours  consumed  per  month. 

3j  cents  per  kilowatt-hour  for  all  excess  use. 

Prompt  Payment  Discount. 

5per  cent  discoimt  if  hill  is  paid  on  or  before  the  10th  day  after  date  of  delivery. 
Minimum  Charge. 

75  cents  per  month. 

HEATING  AND  COOKING. 

Rate. 

3  cents  per  kilowatt-hour  for  all  current  consumed. 
Prompt  Payment  Discount. 

5  per  cent  iliscomit  if  bill  is  paid  on  or  before  the  10th  day  after  date  of  delivery. 
Minimum  Charge. 

$1.50  per  month. 

POWER  RATES. 
Rate. 

5.25  cents  per  kilowatt-hour  for  from  1  to  3  horse  power  of  demand. 
4.25  cents  per  kilowatt-hour  for  from  3  to  7  horse  power  of  demand. 
3.75  cents  per  kilowatt-hour  for  from  7  to  12  horse  power  of  demand. 
3.25  cents  per  kilowatt-hour  for  from  12  to  25  horse  power  of  demand. 
2.75  cents  per  kilowatt-hour  for  from  25  to  50  horse  power  of  demand. 
2.25  cents  per  kilowatt-hour  for  from  50  to  100  horse  power  of  demand. 
2.15  cents  per  kilowatt-hour  for  from  100  to  200  horse  power  of  demand. 
2.05  cents  per  kilowatt-hour  for  from  200  to  300  horse  power  of  demand. 
1.05  cents  per  kilow.-itt-hour  for  from  3011  to  400  horse  power  of  demand. 
1.85  cctits  per  kilowalt-liour  for  from  400  to  500  horse  power  of  demand. 
1.65  cents  i)er  kilowatt-hovu'  for  from  .500  to  750  horse  power  of  demand. 
1.4.5  cents  per  kilowatt-hour  for  from  750  to  1000  horse  power  of  denuind. 
1.35  cents  [ler  kilowatt-hour  for  all  over  1000  horse  power  of  demand. 

Determination  of  Demand. 

The  horse  jiower  upon  which  the  price  is  based  is  figured  on  the  amount  of 
current  actually  used  during  the  month,  averaged  over  the  number  (if  working 
hours  in  the  month,  on  the  basis  of  a  nine-hour  day. 

Prompt  Payment  Discount. 

5  per  <-ciit  discnunt  if  bill  is  paid  nn  (ir  before  the  lOlh  lUiy  afli'r  dale  of  delivery, 
except  upon  bills  for  1000  horse  po\v<'r  and  over,  when  the  discount  is  1  mill  per 
kilowatt-liour. 
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Miniiuum  Charge. 
$1.50  per  month. 


Rate. 


POWER  RATES. 
For  Night  and  Twenty-four  Hour  Use. 


3.7.5  cents  per  kilowatt-liour  for  from  1  to  3  horse  power  of  demand. 
3.25  cents  per  kilowatt-hour  for  from  3  to  7  horse  power  of  demand. 
2.75  cents  per  kilowatt-hour  for  from  7  to  12  horse  power  of  demand. 
2.25  cents  per  kilowatt-hour  for  from  12  to  25  horse  power  of  demand. 
2.15  cents  per  kilowatt-hour  for  from  25  to  50  horse  power  of  demand. 
2.05  cents  per  kilowatt-hour  for  from  50  to  100  horse  power  of  demand. 
1.95  cents  per  kilowatt-hour  for  from  100  to  200  horse  power  of  demand. 
1.S5  cents  per  kilowatt-hour  for  from  200  to  300  horse  power  of  demand. 
1.65  cents  per  kilowatt-hour  for  from  300  to  400  horse  power  of  demand. 
1.45  cents  per  kilowatt-hour  for  from  400  to  500  horse  power  of  demand. 
1.35  cents  per  kilowatt-hour  for  all  over  500  horse  power  of  demand. 

Determination  of  Demand. 

The  horse  power  upon  whicli  the  price  is  based  is  figured  on  the  amoimt  of 
current  actually  used  during  the  month,  averaged  over  the  number  of  working 
hours  in  the  month  on  the  basis  of  a  nine-hour  day. 

Prompt  Payment  Discount. 

5  per  cent  discount  if  bill  is  paid  on  or  before  the  10th  day  after  date  of  delivery, 
except  upon  bills  for  500  horse  power  and  over,  when  the  discoimt  is  1  mill  per 
kilowatt-hour. 

Minimum  Charge. 

SI. 50  per  month. 

COMMISSION  DECISIONS 
NEW  YORK 

225.1— Filing  of  Schedules. 

Order  of  the  New  York  Public  Service  Commission  (1  D.),  Pertamiiig 
to  the  Construction  and  Fihng  of  Schedules  of  Rates  and  Forms  of 
Contracts  of  Electrical  Corporations.  March  7,  1917. 
The  Commission  has  issued  a  modifying  order  govei-ning  the  construc- 
tion ancl  filing  of  schedules  of  rates  and  forms  of  contracts  of  electric 
companies.  The  principal  change  made  by  the  order  requires  every 
electrical  corporation  which  has  issued  more  than  one  supplement  to 
its  schedule  now  in  force  to  issue  a  new  schedule;  on  or  before  the  first 
Monday  of  July,  1917,  and  on  or  before  the  first  Monday  of  January 
in  every  year  thereafter,  provided  more  than  one  supplement  has  been 
issued  by  it  since  its  previous  schedule  was  issued. 

CALIFORNIA 
340— Rate  of  Return. 

Cuttle  et  al.  v.  Hanford  Gas  and  Power  Company,  Complaint  as  to 
Rates  and  Service.  Decision  of  the  California  Railroad  Commis- 
sion, Fixing  Rates.     January  11,  1917. 

It  appears  that  the  Company  has  failed  to  make;  necessary  extensions 
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and  improvements  in  its  service  and  that  recent  earnings  of  the  plant 
have  not  been  sufficient  to  provide  them  with  funds  for  these  purposes. 

The  Commission  says: 

"The  unsatisfactory  earnings  shown  by  defendant  have  resulted  be- 
cause the  owners  of  this  property  have  devoted  their  energies  to  their 
other  interests,  and  not  to  their  pubhc  utiUty.  We  are  assured  that 
they  will  now  vigorously  apply  themselves  to  the  gas  business  in 
Hanford.  We  expect  them  to  do  so.  Our  desire  to  see  defendant 
earn  satisfactory  returns  is  due  to  our  belief  that  a  utility  which  is 
not  successful  usually  can  not  serve  the  public  well.  We  confidently 
expect  defendant  to  improve  its  system  and  service  and  develop  its 
business  to  a  point  which  will  prove  satisfactory  to  its  patrons,  to 
the  commission,  and  to  itself." 


NEW  JERSEY 

300 — Investment  and  Return. 

Burlington  Sewerage  Company,  Application  for  Approval  of  Increase 
in  Rates.  Decision  of  the  New  Jersey  Board  of  Public  Utility 
Commissioners,  Granting  the  Application.  March  21,  1917. 
In  a  former  order  of  the  New  Jersey  Board  of  Public  Utility  Commis- 
sioners, the  Burlmgton  Sewerage  Company  was  denied  the  right  to 
increase  rates,  although  the  Board's  investigation  showed  that  the 
company  was  earning  less  than  a  fair  rate  of  return.  The  order,  which 
was  reported  m  9  Rate  Research  U,  was  based  on  the  fact  that  the 
company's  rates  were  fixed  by  ordinance  in  accordance  with  certain 
statutory  requirements  pertainmg  to  the  organization  and  operation  of 
a  sewerage  company. 

It  appears  that  since  the  former  holding  the  municipaUty  of  Burlington 
increased  the  taxes  of  the  company  about  $800.00.  The  increase  was 
based  upon  the  valuation  of  its  proi^erty  which  the  company  presented 
in  this  proceeding.     Upon  rehearing,  the  Board  says: 

"The  imposition  of  the  additional  assessment  is  in  eff'ect  a  penalty 
which  the  company  has  had  to  pay  as  a  consequence  of  the  appeal 
to  this  board  for  an  mcrease  in  rates.  The  result  is  that  what  was 
admittedly  a  low  rate  is  now  reduced  to  what  may  be  a  confiscatory 
one. 

"We  think  the  company  should  be  allowed  an  increase  in  rates 
sufficient  to  return  additional  income  to  the  amount  of  the  added 
assessments  imposed  by  the  municipality  since  the  hearing.  The 
imposition  of  the  new  assessment  leaves  the  company  with  a  net 
return  upon  its  property  of  a  little  over  one  per  cent  instead  of  two 
and  one-half  per  cent,  which  the  Board  found  inadequate,  but  not 
confiscatory,  and  which  it  lefuscHl  to  increase  because  of  the  contract 
between  the  city  and  the  company  as  to  maximum  rates.     The  city  is 
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not  in  a  position  to  complain  of  an  increase  in  rates  sufficient  to  pay 
the  added  burden  in  taxes.  It  can  be  seen  that  the  company  would 
soon  be  taxed  into  insolvency  if  it  were  not  permitted  to  earn  the 
amount  of  the  increased  taxes.  The  report  expressing  disapproval 
of  the  schedule  of  rates  heretofore  filed  is  reaffirmed,  except  to  the 
extent  of  allowing  an  increase  sufficient  to  pay  the  increased  taxes 
referred  to  herein." 

NEW  JERSEY 

226.2 — Extension  of  Service. 

Crick  v.  The  Rockland  Electric  Company,  Application  for  an  Order 
Requiring  the  Company  to  Furnish  Service  where  an  Extension  of  Line 
is  Necessary.  Decision  of  the  New  .Jersey  Board  of  Public  Utility 
Commissioners,  Prescribing  Conditions  Under  which  the  Extension 
Would  Be  Ordered.     March  27,  1917. 

It  was  estunated  that  the  necessary  extension  to  serve  the  complainant 
would  cost  $210.60  and  the  cost  of  furnishing  service  to  complainant, 
including  fixed  charges,  was  estimated  at  $4.5.78.  The  possible  revenue 
at  the  company's  net  rate  was  estimated  at  $24.00.  The  Commission 
will  order  the  extension  made,  provided  the  complainant  will  guarantee 
an  annual  revenue  amounting  to  at  least  .$45.00,  such  assurance  to  be 
extended  over  a  period  of  at  least  five  years. 

WISCONSIN 

580 — Terms  and  Conditions. 

MoNDOvi  Telephone  Company,  Application  For  Increase  in  Rates. 
Decision  of  the  Wisconsin  Railroad  Commission,  Fixing  Rates.  No- 
vember 1,  1917. 

The  Commission  finds  that  while  it  does  not  appear  that  the  company 
is  entitled  to  an  increase  in  revenues,  some  changes  should  be  made  in 
its  schedules  to  encourage  the  prompt  payment  of  bills  for  service.  The 
Commission  says: 

"The  proposed  rule  providing  that  when  service  has  been  discon- 
tinued for  nonpayment  of  bills  it  shall  not  be  restored  except  upon 
payment  of  all  Ijack  charges  for  rental  and  toll  should  be  modified 
to  apply  only  to  current  rental  and  toll  charges.  The  term  current 
charges  applies  to  charges  due  for  the  last  collection  period  during 
which  the  party  desiring  rcconnection  received  service.  When  a 
utility  furnishes  service  for  another  rental  period  after  subscriber  is 
delinquent  it  thereby  extends  credit  voluntarily.  Having  so  ex- 
tended its  credit,  it  must  look  to  the  usual  legal  action  for  relief  and 
cannot  enforce  payment  by  refusing  to  reconnect.  In  re  Application 
Shaw  Tel.  Co.,  etc.,  decided  October  28,  1910,  18  W.  R.  C.  R.  475. 
The  rates  and  rules  as  set  forth  in  the  order  are  deemed  reasonable 
under  the  circumstances  in  this  ('ase." 
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COLORADO 

783— Safety  of  Service. 

City  of  Colorado  Springs  v.  Alta  Vista  Hotel  Company,  Complaint 
Asking  that  Electric  Service  to  Respondent's  Hotel  be  Cut  off  Because 
of  Defective  Interior  Wirino;.  Decision  of  the  Colorado  Public 
Utilities  Commission,  Dismissing  the  Complaint.     March  29,  1917. 

The  city  alleged  in  its  complaint  that  the  wiring  of  respondent's  hotel 
was  defective  and  asked  that  the  Commission  order  the  Colorado 
Springs  Light,  Heat  and  Power  Company  to  discontinue  furnishing 
current  to  the  building.  The  Commission  fintls  that  the  complaint  is 
not  one  to  be  brought  before  the  Commission,  but  that  the  complainant 
city  should  first  attempt  to  enforce  its  ordinance  requiring  safe  con- 
struction of  interior  wiring  systems  against  the  hotel  company  or  the 
light  company.     The  opinion  says: 

"This  case  comes  before  the  Commission  upon  complaint  of  a  muni- 
cipality which  has  at  this  time  on  its  ordinance  books  an  ordinance 
reciuiring  all  interior  wiring  in  buildings  to  tje  of  safe  construction, 
and  has  employed  a  city  electrician  whose  duty  it  is  to  inspect  Iniild- 
ings  for  the  protection  of  the  health  and  comfort  of  the  inhabitants  of 
the  city. 

"If  the  question  to  be  determined  by  the  Commission  were  the  reason- 
ableness or  unreasonableness  of  a  rule  or  proposed  rule  filed  by  the 
light  company,  requiring  a  certain  standard  of  wiring  which  appeared 
to  be  unreasonable  to  the  municipality  or  to  the  consumer,  then  the 
Commission  would  have  before  it  a  matter  for  proper  determination; 
or,  in  the  e\ent  the  light  company  had  refused  to  furnish  the  con- 
sumer with  current  because  of  an  alleged  defective  or  dangerous 
condition  of  interior  wiring,  then  the  Commission  would  be  called 
upon  to  act  as  to  the  reasonableness  of  the  action  of  the  public 
utility;  but  there  is  no  evidence  before  the  Commission  that  the 
city  has  retjuired  all  public  buildings  to  be  wired  in  accordance  with 
the  terms  of  the  ordinance,  and  that  all  tuiildings,  with  the  exception 
of  the  building  owned  by  the  defendant  hotel  company,  have  been 
inspected  and  are  projierly  wired;  therefore,  it  appears  to  the  Com- 
mission that  the  city  should  proceed  under  its  local  police  ]5ower  to 
enforce  its  ordinance,  either  by  action  directed  against  the  defendant 
hotel  company,  oi-  by  an  order  requiring  the  defendant  light  company 
to  disconnect  the  hotel  company's  service. 

"The  Commission  has  given  considerable  attention  to  the  safe 
condition  of  wiring  upon  the  public  highways,  liut  has  not  attempted 
to  establish  a  code  of  rules  to  be  observed  in  the  wii'ing  of  buililings, 
the  latter  projiosition  basing  been  deemed  by  the  Commi.ssion  to  be 
primarily  a  local  or  municipal  matter  which  should  be  enforced  by 
the  municipality  through  proper  ordinances. 

"The  Conniiission  is  of  the  opinion  that  the  question  of  coin]iolling 
the  hotel  comi)any  to  perform  a  liuty  which  it  owes  to  the  citizens 
of  a  municipality  is  one  that  addresses  itself  primarily  tot  he  nnniiciiial 


11        Rate     Research  9 


authorities.  If  the  wiring  in  the  hotel  company's  hotel  is  defective, 
then  the  defendant  hotel  company  is  violating  a  provision  of  the 
ordinances  of  the  City  of  Colorado  Springs,  and  the  Commission  is 
convmced  that  the  city  has  ample  power  to  compel  the  defendant 
hotel  company  to  perform  its  duty  to  the  public." 

CALIFORNIA 

132 — Protection  from  Competition. 

Coast  Counties  Gas  and  Electric  Company  v.  Sierra  and  San 
Francisco  Power  CompaxNy,  Protest  Against  Furnishing  of  Electric 
Service  by  Resjjondent  in  Territory  Served  by  Complainant.  Decision 
of  the  California  Railroad  Commission,  Urging  Co-operation  between 
the  Companies.     February  20,  1917. 

The  defendant  company  has  undertaken  to  serve  one  large  power 
customer,  the  Old  Mission  Portland  Cement  Company,  in  territory 
occupied  by  the  complainant's  distribution  system.  The  complainant 
asks  that  the  respondent  company  be  prevented  from  invading  its 
territory  in  this  manner.     The  Commission  says : 

.  "The  broad  economic  problem  here  presented,  devoid  of  the  purely 
selfish  interests  of  two  or  more  public  utility  corporations,  each 
striving  for  individual  advantage  one  over  the  other,  demands  for 
its  solution  the  same  impersonal  consideration  which  would  be 
accorded  a  similar  problem  by  a  single  corporation  controlling  the 
aggregate  facilities  of  all  these  several  interests  which  are  now  devoted 
to  the  ser\ice  of  the  public.  The  best  interests  of  the  public  do 
not  appear  at  all  times  and  under  all  circumstances  to  coincide  with 
the  various  interests  of  the  j^ublic  utility  corporations  involved, 
although  in  the  final  analysis  the  ultimate  interests  and  welfare  of 
the  utilities  can  only  be  safeguarded  to  their  owners  when  the  puljlic 
is  receiving  the  most  economical  and  efficient  service  which 
call  be  accorded  by  a  proper  utilization  of  the  existing  service 
facilities.  Competition,  or  at  least  the  joint  occupation  of  the  same 
territory  by  two  or  more  utilities  of  similar  character  becomes 
objectionable  when  it  results  in  unnecessary  and  unjustifiable  dupli- 
cation of  investment  and  facilities.  Such  a  condition  represents  an 
economic  waste,  because  the  duplication  of  existing  proper  and 
adequate  facilities  and  operating  organizations  renders  the  efficient 
utilization  of  the  facilities  of  either  one  or  more  of  the  utilities  in- 
volved, both  as  regards  capital  investment  and  operating  costs, 
improbable  if  not  impossible.  When  such  joint  operation  of  terri- 
tory does  not,  and  will  not,  result  in  this  unsatisfactory  condition, 
it  ceases  to  be  objectionable  from  the  public  point  of  view,  and, 
under  certain  conditions,  may  even  be  beneficial,  bearing  in  mind, 
of  course,  the  fact  that  where  natural  advantages  or  improved 
methods  or  proces.ses  render  the  existing  facilities  obsolete,  unsuit- 
able or  uneconomical,  the  public  interest  demands  that  proper  and 
more  efficient  facilities,  methods  or  processes  be  adopted,  either  by 


10  11         Rate     Research 


the  utility  enjoying  a  monopoly  in  any  field,  or  by  another  utility 
which  will  accord  the  putilic  the  benefits  to  which  it  is  entitled." 
The  Connnission  finds  that  the  facts  in  the  case  are,  briefly,  that  the 
complainant  has  an  adequate  distribution  system,  but  in  order  to 
furnish  the  large  power  service,  would  need  to  add  to  its  present  sources 
of  power  and  increase  its  investment  in  transmission  Imes.  On  the 
other  hand  the  respondent  company  has  an  adequate  supply  of  power 
and  has  the  necessary  transmission  capacity,  but  has  no  local  distribu- 
tion system  in  the  territory.     The  Commission  says: 

"When  viewed  from  a  purelj'  economic  standpoint,  it  must  be  at 
once  apparent  that  there  can  be  but  one  solution  to  the  problem, 
and  this  solution  demands  that  the  present  facilities  of  both  utilities 
he  utilized  to  their  highest  efficiency  before  additional  investment  is 
made  in  similar  facilities  to  serve  this  territory.  The  economic 
situation  here  presented,  however,  does  not  justify  competition,  but 
rather  indicates  a  need  for  prompt   and   intelligent   co-operation. 

"Coast  Counties  Company  contends  with  much  merit,  that,  inas- 
much as  it  is  at  present  occupying  the  territory  and  giving  proper 
and  adequate  service  at  reasonable  rates,  it  should  be  protected  in 
the  enjoyment  of  its  present  monopoly.  With  this  general  conten- 
tion, assuming  the  premises  are  correct,  I  am  in  entire  agreement, 
however,  in  finally  passing  upon  the  degree  of  protection  to  which  a 
utility  is  entitled  in  a  specific  case,  it  is  essential  that  the  obhgation 
undertaken  l)y  the  utility  shall  clearly  include  the  particular  class  of 
service  for  which  it  desires  protection  when  another  utility  of  similar 
character  desires  to  enter  the  field.  An  existmg  utility  is  requu-ed 
to  demonstrate  not  only  its  ability  to  serve,  but  also  the  extent  to 
which  it  holds  itself  out  to  serve;  otherwise  a  financially  weak 
utility  with  limited  facilities  which  are  designed  to  serve  or  which 
are  capable  of  serving  only  the  relatively  small  consumer,  could 
claim  )-)rotection  of  territory  when  a  class  of  business  develops  for 
which  it  has  made  no  provision,  either  as  regards  rates  or  supply 
facilities.  Clearly,  protection  of  this  character  is  directly  contrary 
to  the  public  interests,  and  if  indulged  in  would  effectually  dis- 
courage the  establishment  of  new  enterprises  in  the  territory  so 
protected  and  remove  the  inducement  and  necessity  for  supplying 
proper  utility  service  to  all  who  may  apply.  In  this  connection  it 
may  be  well  "to  point  out  that  a  utility's  claim  to  protection  cannot 
be  maintained  as  against  the  public,  which  demands  service  beyond 
the  ability  of  the  utility  to  sui)i)ly,  or  of  a  character  not  contemplated 
in  the  ol/ligation  which  the  iitility  has  assumed.  The  lunitations  of. 
a  utility's  ability  to  serve  inxolves  ([uestioiis  of  facts  which  may  be 
readily  (letennined,  while  the  self-imposed  limitation  of  obligation  to 
serve  can  l)est  be  disclosed  liy  the  actual  operations  of  the  utility 
and  by  its  regularly  established  rate  schedules.  In  the  case  at  hand. 
Coast  Counties  Company  has  established  no  rate  applicable  to 
power  of  tlic  magnitude  in  character  of  the  cement  plant  require- 
ments, nor  has  it  the  ability,  either  as  regards  the  cost  of  energy  at 
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present  produced  and  purchased,  or  as  to  supply  facilities,  to 
supply  Old  Mission  Portland  Cement  Company  at  a  rate  which 
would  enable  the  cement  company  to  compete  in  open  market  with 
other  plants  of  similar  character.     .     .     . 

"It  is  apparent  that  Coast  Counties  Company  has  not  at  any  time 
held  itself  out  to  serve  consumers  of  the  magnitude  or  character  of 
Old  Mission  Portland  Cement  Company,  while  the  Sierra  Company 
has  devoted  the  larger  portion  of  its  plant  capacity  to  such  service. 

"It  has  been  the  policy  of  this  Commission  to  protect,  wherever 
possible,  the  existmg  utility  in  any  territory,  when  it  appears  that 
such  utility  is  properly  and  economically  discharging  its  full  duty 
and  obligation  to  the  public.     With  this  policy  m  view,  and  with 
the  present  and  future  convenience  and  necessity  of  the  inhal)itants 
of  San  Benito  County  in  mind,  I  am  convinced  that,  under  the  cir- 
cumstances of  this  particular  case,  it  will  be  in  the  interests  of  the 
public,  as  well  as  of  the  parties  hereto,  for  Coast  Counties  Company 
and  the  Sierra  Company  to  prepare  and  submit  to  the  Commission  a 
plan  for  jointly  utilizing  the  facilities  and  operating  organizations  of 
each  in  such  a  manner  as  to  permit  Coast  Counties  Company  to 
continue  the  sole  distribution  and  sale  of  electric  energj'  to  ultimate 
consumers  in  that  portion  of  San  Benito  County  now  served  by  it, 
and  which  will  further  utilize,  in  so  far  as  possible,  the  excess  capacity 
of  the  supply  facilities  of  the  Sierra  Company  in  that  territory." 
The  final  order  in  the  case  was  withheld  for  a  period  of  twenty  days  to 
permit  the  preparation  and  submission  by  the  companies  in  mterest  of 
a   tentative   plan   for   carrying   out   the   suggestions   for   co-operation 
between  the  companies  in  serving  the  territory  in  question. 


IDAHO 

132 — Protection  from  Competition. 

Robert-Inskip  Plumbing  and  Heating  Company',  Application  For 
Certificate  of  Convenience  and  Necessity.  Decision  of  the  Idaho 
PxjBLic  Utilities  Commission,  Dismissmg  the  Application.  March 
16,  1917. 

The  applicant  proposed  to  establish  a  business  for  the  furnishing  of 
steam  and  hot  water  for  heating  and  other  purposes,  and  electricity 
for  light,  heat  and  power  in  Wallace,  Idaho,  the  electricity  to  be  gen- 
erated in  connection  with  the  heatmg  operations.  The  Northwest 
Light  and  Water  Company,  the  company  which  has  been  furnishing 
electric  service  in  Wallace  and  vicinity,  opposed  the  granting  of  the 
application.  The  Commission  finds  that  there  is  a  demand  for  the 
proposed  heating  service,  but  that  the  establishment  of  competitive 
electric  service  would  not  be  to  the  interest  of  the  public.  The  appli- 
cant offered  to  furnish  electric  service  at  rates  substantially  lower  than 
those  of  the  present  company. 
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The  Coiiuiiission  says: 

"The  evidence  shows  that  the  intervener  is  now  serving  e\ery  person 
in  this  territory  that  desires  such  service;  that  its  plant  is  of  sufficient 
capacity  not  only  to  serve  all  present  demands  but  all  reasonable 
future  demands  that  may  be  made  upon  it;  and  that  no  complaints 
of  any  kind,  either  in  regard  to  service  or  rates,  have  been  registered 
with  this  Commission  by  any  of  the  patrons  of  the  intervenor,  since 
the  hearing  held  in  the  year  1915,  involving  the  reasonableness  of 
rates  of  said  intervenor.  The  Commission  believes  that  the  said 
intervenor  is  now  making  an  honest  and  conscientious  effort  to  give 
its  patrons  the  best  possible  service  it  can.  This  Commission 
having  fixed  the  rates  of  the  said  Northwest  Light  &  Water  Com- 
pany in  regular  hearing  hatl  in  the  year  1915,  it  must  be  presumed 
that  the  rates  so  established  were  reasonable  at  that  time.  E\idence 
w-as  introduced  showing  what  the  operating  revenues  and  operating 
expenses  of  the  company  have  been  since  that  time.  From  the 
evidence  so  introduced  the  Commission  is  fullv  satisfied  that  said 
rates  are  still  reasonable  at  this  time.  The  Commission  therefore 
finds  that  the  intervenor  is  giving  good  service  to  the  citizens  of 
Wallace  and  that  the  rates  are  reasonable. 

"In  the  leading  ca.se  decided  by  the  California  Commission,  constm- 
ing  section  50  of  the  Public  Utilities  Act  of  that  state,  (Section  50 
of  the  California  law  corresponds  to  Section  48  of  the  Public  Utilities 
Act  of  this  state)  being  Pacific  Gas  and  Electric  Company  vs.  Great 
Western  Power  Company,  1  C.  C.  R.  203,  it  was  held,  in  effect,  that 
if  the  existing  utility  is  giving  rates  as  low  as  can  reasonably  be  ex- 
pected and  is  serving  all  who  api^ly,  .so  that  the  field  is  fullv  covered, 
that  Commission  will  be  slow  to  permit  a  new  utility  of"  the  same 
character  to  enter  the  same  field  unless  it  appears  that  the  new 
utility,  by  reason  of  some  natural  advantage  or  improvement  in 
process  or  similar  matter,  can  give  to  the  public  service  materially 
better  or  rates  materially  lower  than  those  of  the  existing  utility. 
"This  Commission  feels  that  the  principles  enumerated  bv  the  C'ali- 
fornia  Commission  in  the  case  above  cited  are  sound  and"  that  their 
position  is  correct. 

"Petitioners  assume  that  during  the  third  year  of  operation  of  such 
a  plant  they  will  have  secured  one-half  of  the  total  electric  business. 
It  IS  apparent  from  the  record  in  this  case  that  the  Citv  of  Wallace 
IS  well  sui)plied  with  electrical  energy  at  the  ]3resent  tiine  and  that 
any  business  this  new  company  may  get  will  be  from  the  old  com- 
pany's patrons.  In  other  words,  the\-  assume  that  their  projiosed 
rate  for  (-lectricity  is  so  attractive  that  they  will  have  no  difficulty 
in  .securing  at  least  one-half  of  the  old  company's  business.  This 
cont(>ntion  is  all  a  myth,  for  the  rea.son  that  if  "we  did  permit  the 
applicants  to  invade  that  territory  and  they  put  into  effect  the 
proposed  rates,  then  the  only  course  left  for  the  old  comiiany  to 
pursue  would  be  to  reduce  its  rates  to  the  same  level,  if  not  lower, 
anil  then  what  would  be  the  result?" 
The  application  was  dismissed. 
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REFERENCES 
RATES 

414— Heating  and  Cooking. 

Electric  Cooking  in  Milwaukee,  by  R.  B.  Snyder.  Electrical 
Review  and  Western  Electrician.  March  31,  1917,  p.  524,  4  pages. 
The  campaign  conducted  by  the  Milwaukee  Electric  Railway  and  Light  Company 
to  promote  electric  cooking  imder  its  active  room  residence  rate  is  described, 
and  the  range  load  analyzed  in  relation  to  its  effect  on  the  station  peak,  the  load- 
factor,  and  the  investment  in  distributing  system.  In  regard  to  the  fi.xing  of  rates 
for  electric  cooking,  the  writer  says: 

"It  is  the  function  of  the  utility  to  provide  a  rate  for  electrical  energy  which 
will  make  possible  an  extended  "use  of  the  range,  supplanting  all  other  methods 
of  cooking.  \\'hat  such  a  rate  must  be,  will  depend  to  some  extent  on  the  cost 
of  other  fuels  used  for  cooking,  although  such  costs  cease  to  be  as  large  a  factor 
after  the  many  advantages  of  electric  cooking  are  appreciated.  It  is  generally 
agreed  throughout  tlie  country  that  the  rate  tor  cooking  purposes  must  be 
imder  five  cents  per  kilowatt-hour." 

620— Factors  Affecting  Rates. 

Load,  Plant  and  Connected  Load  Factors,  by  Terrell  Croft. 
Electrical  Revieiv  and  Western  Electrician.  March  24,  1917,  p.  491,  2 
pages. 

This  is  the  second  of  a  series  of  three  articles  by  Mr.  Croft,  the  first  of  which 
dealing  with  "load  factor,"  was  noted  in  10  Rate  Research  384.  In  the  present 
article  the  definition  of  "plant-factor"  as  given  in  the  Standardization  Rules  of 
the  A.  I.  E.  E.  is  explained  and  illustrated  by  a  practical  example,  and  the  differ- 
ence between  "plant-factor"  and  "load-factor"  is  pointed  out. 

INVESTMENT  AND  RETURN 

340 — Rate  of  Return. 

Rate  of  Return,  by  Halford  Erickson.  Read  before  the  Joint 
Meeting  of  the  Wisconsin  Gas  and  the  Wisconsin  Electric  Associations, 
Milwaukee,  Wisconsin,  March  13-15,  1917. 

The  C)uestion  of  what  is  a  fair  rate  of  return  cannot  be  determined  for  application 
in  all  cases  under  all  conditions.  "What  is  a  fair  rate  in  one  case  is  not  so  in 
other  cases.  The  fairness  of  the  returns  involves  not  only  the  fair  value  of  that 
which  is  used  in  the  service,  and  upon  which  the  retimis  are  measured,  but  also 
the  fairness  of  the  actual  amount  of  the  returns  themselves.  It  further  involves 
the  changes  which  constantly  take  place  in  the  purchasing  power  of  money;  what 
proportion  of  these  returns  should  be  borne  by  each  of  the  different  branches 
of  the  business;  what  returns  are  necessary  to  secure  the  new  capital  needed 
to  meet  all  jvist  demands  for  additional  service;  what  levels  of  rates  or  returns 
in  each  case  are  likely  to  promote  or  retard  the  growth  of  the  business;  what 
are  the  probable  conditions  upon  which  investors  may  be  willing  to  furnish  capi- 
tal in  the  future;  are  the  circumstances  by  which  the  plant  is  surrounded  nor- 
mal, or  such  that  its  business  can  be  made  to  yield  fair  returns.  These  and 
numerous  other  conditions  make  it  impossible  to  provide  in  a  law  what  shouUl  be 
the  actual  rate  of  return  in  each  jiarticvilar  case,  or  in  a  decision  what  is  the  specific 
fair  rate  of  return  under  any  other  conditions  than  those  which  are  under  con- 
sideration." I'tilities  must  have  money  promptly.  Tlicy  arc  not  free  to  post- 
pone extensions  to  await  favorable  conditions,  but  must  furnish  improvements  at 
public  demand.     The  income  yield  on  the  prices  at  which  securities  are  quoted  in 


14  11        Rate     Research 


the  market  is  not  a  truo  indication  of  fair  net  earnings.  Fair  returns  are  repre- 
sentert  by  such  returns  or  net  earnings  as  those  upon  whicli  the  necessary  capital 
can  be  had.  "The  returns  or  net  earnings  upon  which  capital  can  be  had  include 
not  only  the  necessary  annual  interest  and  dividend  charges,  but  the  average 
annual  proportion  of  all  necessary  discounts,  commissions,  and  other  expenses 
connected  with  the  issue,  together  with  such  margins  of  safety  in  the  way  of  sur- 
plus earnings  as  the  investors  may  require  for  their  own  protection."  "Regula- 
tion by  public  authorities  must  be  such  as  not  to  disturb  the  credit  situation  of 
railroad  and  public  utility  securities.  In  conclusion  the  writer  states  that  "under 
ordinary  conditions  the  roads  and  utilities,  in  order  to  meet  the  demands  upon 
which  the  investor  is  willing  to  supply  additional  capital,  must  have  net  earnings 
for  interest  on  the  bonds,  dividends  on  the  stock  and  a  surplus  for  safety,  which 
altogether  amounts  to  not  less  than  about  S  per  cent  on  the  fair  value  of  the  plant, 
Its  equities  and  business.  With  such  net  earnings  as  these,  and  when  the  bonds 
do  not  cover  more  than  from  50  to  7.5  per  cent  of  the  total  value,  the  bonds  would 
probably  sell  in  the  market  on  about  a  5  to  5^  per  cent  income  basis,  while  the 
stock  would  likely  sell  at  prices  on  which  the  yield  would  amount  to  from  1  to 
li  per  cent  more  than  this.  With  a  much  lower" net  income  than  about  8  per  cent 
on  the  fair  value  of  the  plant  and  its  business,  the  plant  could  not,  in  the  light  of 
the  facts  here  presented,  very  well,  be  placed  in  the  investment  class." 

310— Valuation. 

Engineering  Work  in  Connection  with  R.\tk  C.\ses,  by  A.  S.  B. 
Little.  Read  befoi-e  the  Annual  Convention  of  tlie  Illinois  Gas  Asso- 
ciation, Chicago,  Illinois,  March  21-22,  1917. 

Suggestions  and  general  instructions  are  given  for  the  preparation  of  an  inventory 
and  appraisal  of  a  public  utility  property,  based  upon  a  tentative  classification 
of  property  which  has  been  developed  by  Mr.  Little  in  his  work  as  chief  engineer 
of  the  Illinois  Public  Utilities  Commission.  Theories  on  the  fixing  of  value 
for  rate  making  purposes  and  the  practice  of  various  commission  and  valuation 
engineers  in  allowing  for  overhead  expenses  and  intangibles  are  discussed. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Strengthening  .\nd  Completing  St.\te  Regul.\tion  in  Illinois,  by 
Paul  P.  Bird.  Read  before  the  Annual  Convention  of  the  Ilhnois 
Gas  Association,  Chicago,  Illinois,  March  21-22,  1917. 

Four  phases  of  public  utility  regulation  as  provided  for  in  the  Illinois  Public 
Utilities  Law  are  discussed:  (1)  the  exemption  of  municipal  utilities  from  regu- 
lation, (2)  incomplete  protection  from  unnecessary  (■om|)etition  in  that  protection 
is  not  afforded  as  against  municipalities,  (3)  the  continuance  under  regulation  of  the 
imsatisfactory  franchise  bargaining  between  public  utilities  and  municipalities  and 
(4)  the  Chicago  "home  rule"  agitation.  It  is  regretted  that  home  rule  agita- 
tion threatens  to  occupy  the  attention  of  the  present  legislature  preventing  action 
toward  completing  and  rounding  out  the  system  of  state  regulation.  The  asser- 
tion is  made  that  the  slates  where  state  regulation  has  been  subjected  to  severest 
criticism  are  usually  (he  states  where  regulation  has  not  been  given  a  fair  trial, 
where  the  law  is  incomplete  and  unfair,  or  where  the  foes  of  state  regulation  have 
been  so  strong  as  to  hamper  and  curb  the  commission. 

252 — Commission  Annual  Reports. 

New  Hampshire  Public  Service  Commission.  Annual  Hcport.  Vol- 
ume 5,  June  30,  1915. 

This  volume— the  statistical  report— contains  the  annual  returns  of  the  various 
public  utilities  under  the  jurisdiction  of  the  Commission  for  the  vear  endeii  .lune 
30,  li)15. 
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253 — Commission  Reports  of  Decisions. 

Maryland  Public  Sefvice  Commission  Report  for  the  Year  1916. 
829  pages. 

The  report  contains  tlie  opinions  and  orders  of  tlie  Commission  and  the  ojiinions 
of  the  general  counsel  for  the  calendar  year  of  1916,  and  statistics  from  annual 
reports  of  utility  corporations  as  of  June  30,  1916. 

GENERAL 

113— Financing. 

Fundamental  Features  of  a  Sound  Public  Utility  Bond,  by  F.  K. 
Shrader.  Read  before  the  Annual  C"on\ention  of  the  IlUnois  Gas 
Association,  Chicago,  Illinois,  March  21-22,  1917. 

The  legal,  physical  and  economic  conditions  affecting  the  security  of  a  public 
utility  bond  are  enumerated,  and  certain  features  to  which  particular  attention 
must  be  given  in  financing  public  utility  properties  are  discussed  at  length. 

226.2— Extension  of  Service. 

Rural  Electric  Service  Profitable  in  Wisconsin.     Electrical  World 

March  24,  1917,  p.  565,  H  pages. 

The  report  of  the  committee  on  rural  service  before  the  recent  convention  of  the 
Wisconsin  Electrical  Association  presented  an  analysis  of  the  reports  of  twenty 
companies  relative  to  their  practice  in  extending  service  into  rural  coinmimities 
together  with  conclusions  as  to  the  profitable  furnishing  of  such  service.  This 
article  gives  an  abstract  of  the  report  and  a  table  of  statistics  of  rural  light  and 
power  service  in  Wisconsin  for  1916,  showing  number  of  customers,  distance  frcm 
station,  equipment  furnished  by  the  farmer,  information  as  to  kind  of  service 
furnished,  connected  load,  yearly  income  and  income  per  kilowatt-hour  sold. 

226.5— Standards  of  Service. 

The  Relation  of  the  Bureau  of  Standards  to  the  Gas  Industry, 
by  R.  S.  McBride,  Read  before  the  Annual  Convention  of  the  Illinois 
Gas  Association,  Chicago,  Illinois,  March  21-22,  1917.     17  pages. 

The  work  of  the  United  States  Bureau  of  Standards  is  discussed  with  particular 
reference  to  research  work  and  publications  of  interest  to  the  gas  industry. 

900— General. 

The  Utilities  Magazine.     March,  1917.     32  pages. 

The  March  issue  of  The  Utilities  Magazine  contains  the  following  articles: 

"Federal  Incorporation  of  Railroads,"  by  Max  Thelen,  urging  certain  objections 
to  plan  submitted  by  the  railroads  for  granting  them  charters  from  the  Federal 
Government  in  lieu  "of  their  present  charters;  "The  New  Indeterminate  Street 
Lighting  Contracts  Adopted  in  Wisconsin  Cities,  A  Study  of  the  Racine  and 
Wauwatosa  Contracts."  l)y  Judson  C.  Dickorman;  "Typical  Street  Lighting 
Experiences  of  a  Small  City,"  by  Judson  C.  Dickerman,  a  .summary  of  street 
lighting  conditions  and  costs  in  Maiden,  Massachusetts;  and  "A  Discussion  of 
the  Polakov  Article  on  the  Cost  of  Electricity,"  by  Henry  D.  Jackson,  com- 
menting favorably  upon  the  article  by  Walter  N.  Polakov  in  The  Ulilities  Magazine 
for  November,  1916. 
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930— Isolated  Plant. 

Factors  Governing  Cost  of  Power,  by  George  P.  Roux.  N.  E.  L.  A. 
Bulletin,  INIarch,  1917,  p.  230,  4  pages. 

The  writer  discusses  the  accurate  determination  of  the  cost  of  power  and  the  work- 
ing out  of  careful  comparative  estimates  of  the  cost  of  manufactured  and  pur- 
chased power.  Commoidy,  it  is  the  practice  to  estimate  the  cost  of  manufactured 
power  on  tlie  basis  of  cost  of  production,  inchiding  operation  and  maintenance 
expenses.  To  this  cost  is  addeil  an  item  intended  to  cover  the  fixed  charges  in 
whicli  are  inchided  interest  on  the  investment,  insurance  and  taxes,  depreciation 
and  obsolescence,  all  estimated  with  various  degrees  of  accuracy.  Other  im- 
])ortant  factors  are  very  seldom  given  any  consideration  and  are  more  generally 
entirely  ignored,  such  as  floor  space  rental  or  real  estate,  increase  in  assessment 
of  property,  stand-by  or  reserve  generating  capacity  and  the  profit  productive 
capacity  of  tlie  investment  in  power  plant  compared  with  the  same  amount  of 
capital  invested  in  the  regular  business,  as  well  as  other  minor  items  which  are 
reviewed  in  detail.  The  determination  of  costs  in  instances  where  purchased 
power  is  substituted  for  an  existing  isolated  plant  is  also  discussed. 


COURT  DECISION  REFERENCES 

990— Employes. 

Decision  of  the  United  States  Supreme  Court  on  the  Constitution- 
ality OF  the  Adamson  Law.     March  19,  1917. 

Incident  to  the  decision  upholding  the  constitutionality  of  the  .\damson  Law, 
Chief  Justice  White,  writing  the  majority  opinion,  made  the  following  holding 
relative  to  the  right  of  employes  of  public  service  companies  to  strike: 

".  _.  .  whatever  would  be  the  right  of  an  employe  engaged  in  a  private 
business  to  demand  such  wages  as  he  desires,  to  leave  the  employment  if  he 
does  not  get  them,  and  by  concert  of  action  to  agree  with  others  to  leave 
upon  the  same  condition,  such  rights  are  necessarily  subject  to  limitation 
when  employment  is  accepted  in  a  business  charged  with  a  jHiblic  interest  and 
as  to  which  the  power  to  regulate  commerce  possessed  l)y  congress  .applied, 
and  the  resulting  right  to  fix  in  a  case  of  disagreement  and  dispute  a  standard 
of  wages,  as  we  have  seen,  necessarily  obtained. 

''In  other  words,  considering  comprehensively  the  situation  of  the  employer 
and  the  employe  in  the  light  of  the  obligations  arising  from  the  public  interest 
and  of  the  work  in  whicli  they  are  engaged,  and  the  degree  of  regidation  which 
may  be  lawfully  exerted  by  congress  as  to  that  business,  it  must  follow  that 
the  exercise  of  the  lawful  governmental  right  is  controlling.  .  .  . 
"The  capacity  li>  exercise  the  i)rivate  right,  free  from  legislative  interference, 
aflfords  no  ground  for  saying  that  legislative  pow-er  does  not  exist  to  protect 
the  public  interest  from  the  injury  resulting  from  a  failure  to  exercise  the 
private  right.  In  saying  this,  of  course,  it  is  always  to  be  borne  in  mind  that 
as  to  bot.'i  carrier  and  employe  the  beneficent  and  ever  present  safeguards 
of  the  constitution  are  applicable  and  therefore  both  are  protected  against 
confiscation  and  against  every  act  of    arbitrary  power   which,  if  given  efTect 

to,  would  a uMl  to  a  denial  of  due  process,  or  would  be  repugnant  to  any  other 

constitutional  right." 

The  Chief  .Justice,  in  rendering  his  opinion  in  the  ease,  added  the  following  oral 
Btatcment  enlarging  upon  the  above  holding: 

"That  right  (to  .strike)  is  necessarily  surrendered  wh(>M  the  men  are  engage<l  in 
public  service.  They  are  comparable  to  soldiers  in  the  ranks,  who  in  the 
presence  of  enemies  of  their  country  niav  not  desert." 
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Entered  aa  second-class  matler  July  II.  I'Ji  ,  at  the  post-ofTico  at  Chicago.  Illinois,  under  the  act  of  March  3.  1S79. 


STATEMENT   OF  THE    OWNERSHIP,  MANAGEMENT,  CIRCULATION.  ETC..  REQUIRED 

BT  THE  ACT  OF  CONGRESS  OF  AUGUST  24,  1912 
Of  Rate  Rf-search,  published  weekly  at  Chicago,  IIHnois.  for  April  1.  1917. 
State  of  Illinois  1 
County  of  Cook/^* 

Before  me.  a  Notary  in  and  for  the  State  and  county  aforesaid.  per3ona,IIy  appeared  William  J.  Nortox, 
who,  having  been  duly  sworn  according  to  law,  deposes  and  says  that  he  is  the  Editor  of  Rate  Research, 
and  that  the  fnllowinc  i;'.  to  the  best  of  his  knowledge  and  belief,  a  true  statement  of  the  ownership,  man- 
agement (and  if  a  daily  paper,  the  circulation),  etc..  of  the  aforesaid  publication  for  the  date  shown  in  the 
above  caption,  required  by  the  Act  of  August  24.  1912.  embodied  in  section  443,  Postal  Laws  and  Regula- 
tions printofl  on  the  reverse  of  this  form,  to-wit: 

1.  That  the  names  and  addresses  of  the  publisher,  editor,  managing  editor,  and  business  managers  are: 
XT„«,«  ^t  r>  1  r  u«^  (     Post  Office  address. 

Name  of  Pull  sher                .„„•„,■„  <  111  W.  Monroe  St.,  Chicago.    Illinois,  and 

National  Electric  Light  Association ]  jg  ^^.    g,,,^  j,,^  p^,^^^,  York,  New  York. 

Editor,  William  J.  Norton Ill  W.  Monroe  St.,  Chicago,  Illinois. 

Managing  Editor,  none. 
Business  Managers,  none. 

2.  That  the  owners  are:  (Give  names  and  addresses  of  individual  owners,  or,  if  a  corporation,  give  its  name 
and  the  names  and  addresses  of  stockholders  owning  or  holding  1  per  cent  or  more  of  the  total  amount  of 
stock). 

National  Electric  Light  Association. 

Herbert  A.  Wagner,  President,  Baltimore.  Maryland. 
T.  C.  Martin,  Secretary,  New  York,  New  York. 

W.  H.  Atkins,  Treasurer,  Boston.  Massachusetts. 

3.  That  the  known  bondholders,  mortgagees,  and  other  security  holders  owning  or  holding  1  per  cent  or 
more  of  total  amount  of  bonds,  mortgages,  or  other  securities  are:    None. 

4.  That  the  two  paragraphs  next  above,  giving  names  of  the  owners,  stockholders  and  security  holders, 
if  any,  contain  not  only  the  list  of  stockholders  and  security  holders  as  they  appear  upon  the  books  of  the 
company,  but  also,  in  cases  where  the  stockholder  or  security  holder  appears  upon  the  books  of  the  com- 
pany as  trustee  or  in  any  other  fiduciary  relation,  the  name  of  the  person  or  corporation  for  whom  such 
trustee  is  acting,  is  given;  also  that  the  said  two  paragraphs  contain  statements  embracing  affiant's  full 
knowledge  and  belief  as  to  the  circumstances  and  conditions  under  which  stockholders  and  security  holders 
who  do  not  appear  upon  the  books  of  the  company  a-s  trustees,  hold  stock  and  securities  in  a  capacity  other 
than  that  of  a  bona  fide  owner;  and  this  affiant  hiis  no  reason  to  believe  that  any  other  person,  association, 
or  corporation  has  any  interest,  direct  or  indirect,  in  the  said  stock,  bonds,  or  other  securities  than  as  so 
stated  by  him.  (Signed)  William  J.  Norton* 

Editor. 
Sworn  to  and  suli.scrihed  befon'  iiie  tliis  31st  day  nf  M;in'li,  1017.        fSistned)  Charles  Francis  Baker. 
(Seal.)  iM>  (■nniniisslf>n  evpires  Jan.  Xi.  1921.) 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

LOUISVILLE,  KENTUCKY 

523.3— Number  of  Rooms  Basis. 

Louisville  Gas  AiNjd  ELEtxRic  Company,  Louisville,  Kentucky.  (Pop. 
22.3,928).     New  Residence  Lighting  Rate,  Effective  May  1,  1917. 

The  Louisville  Gas  and  Electric  Company  has  adopted  a  new  residence 
lighting  rate  on  the  number  of  rooms  l)asis  which  will  be  made  effective 
as  of  May  1,  1917.  It  is  an  optional  rate,  the  customer  being  permitted 
to  choose  whether  he  will  sign  a  contract  under  the  new  schedule  or 
continue  under  the  present  residence  rate.  The  new  rate  is  here 
given  followed  by  the  residence  rate  at  present  in  effect: 

ROOM  BASIS  RATE. 

Applicable  to  the  sup|)ly  of  elect rii-  energy  for  residences,  barns  and  garages,  and 
other  domestic  buildings,  only.  All  classes  of  illuminating,  domestic  heating  and 
power  consuming  devices,  including  small  battery  outfits,  household  refriger- 
ating outfits,  air  compressors,  vacuum  cleaners  andsimilar  appliances  and  motors 
of  one  horse  power  or  less  may  be  supplied  through  the  meter  by  which  the  lighting 
service  is  measured  under  this  rate. 

Rate. 

First  6  kilowatt  hours  per  room  per  month  at 

8  cents  per  kilowatt  hour  within  the  city  limits  or 

9  cents  per  kilowatt  hour  outside  the  city  limits. 
All  in  excess  at  .3,157  cents  per  kilowatt  hour. 

Determination  of  Active  Rooms. 

No  residence  shall  be  considered  as  having  less  than  three  rooms. 

All  rooms,  whether  containing  lights  or  not,  shall  be  counted,  except  the 
following:  Hallways,  bath  rooms,  cellar,  garret,  closets,  porches,  alcoves, 
except  that  halls  and  hallways  furnished  and  used  as  reception  or  living  rooms 
.and  having  an  area  in  excess  of  120  square  feet  are  classified  as  active  rooms. 

As  herein  used,  a  garret  is  the  imfinishcd  part  of  the  topmost  floor  of  the 
house  and  may  or  may  not  be  used  for  storage. 

Front,  side  and  back  porches,  with  or  without  lights  are  not  to  be  counted. 

Back  porches  will  not  be  counted,  even  if  they  are  enclosed  and  used  as  a 
summer  kitchen  or  dining  room. 

The  part  of  a  room  not  cut  off  by  a  partition  or  door  and  which  is  generally 
known  as  an  alcove  shall  not  be  co\inted  as  an  additional  room  unless  it  is 
furnished  .and  used  for  a  distinctly  different  jjurpose  or  unless  the  combined 
area  of  the  alcove  and  room  exceeds  2.50  square  feet. 


Editorial  Note.— All  indented  matter  is  direct  quotation. 
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Wliprp  sorvipc  for  a  barn  or  garage  is  supplied  through  the  same  meter  as  that 
through  which  service  for  the  residence  is  supplied  each  such  barn  or  garage 
not  occuiiied  as  living  C|uarters  shall  be  counted  as  one  room  and  added  to  the 
residence  count.  When  such  barns  or  garages  are  occupied  as  living  quarters, 
rooms  in  the  living  ciuartcrs  shall  be  counted  the  same  as  any  residence  and 
added   to   the   residence   count. 

If  a  separate  meter  is  supplied  for  the  garage,  barn,  or  other  individual  build- 
ing, such  building  shall  be  treated  as  a  separate  residence. 
In  apartment   houses  each  ajiartment  shall  be  classed  a  separate  residence. 
The  public  portion  of  an  apartment  building — such  as  hallways  and  elevators 
when  separately  metered — shall  be  billed  at  the  Commercial  Lighting  Rate. 

The  janitor's  living  quarters  shall  be  classed  as  a  residence. 
The  residence  schedule  cannot  be  applied  to  any  apartment  house  wherein  the 
landlord  or  agent  is  billed  for  the  entire  service  consumed  in  the  building. 
In  such  case  tlie  Commercial  Lighting  Hate  shall  be  used. 

Minimum  Charge. 

This  reduced  rate  is  conditioned  upon  the  Consumer  guaranteeing  to  the 
Company  a  consumption  during  each  month  of  not  less  than  3  kilowatt  hours 
per  room  at  the  primary  rate. 

Prompt  Payment  Discount. 

A  ilisconnt  of  .'5',,  will  Ije  allowed  for  payment  of  bills  within  ten  days  from 
their  date. 

Term  of  Contract. 

Contract  period  not  less  than  one  year. 

LIGHTING  RATES. 
Within  the  City  Limits. 

Available  for  domestic  and  commercial  purposes. 

Rate. 

For  consumption  in  one  month  of  from 

1  to  149  kilowatt  hours,  inclusive 8  cents  per  kilowatt  hour. 

150  to  299  kilowatt  hours,  inclusive 7  cents  per  kilowatt  hour. 

300  to  499  kilowatt  hours,  inclusive 6  cents  per  kilowatt  hour. 

For  a  consumption  in  one  month  of  500  kilowatt  hours  and  over 

First  30  hours'  use  of  the  maximum  demand  5  cents  per  kilowatt  hour. 
For  the  next  30  hours'  use  of  maximiun 

demand 4  cents  per  kilowatt  hour. 

All  in  excess  of  the  above 3  cents  per  kilowatt  hour. 

Determination  of  Maximum  Demand. 

,S'c  table  on  ixiges  .">S9  and  'AM,  N.  E.  L.  A.  Proceedings,  Volume  II,  1909. 

Prompt  Payment  Discount. 

.\  discount  of  .">  per  cent  will  lie  allowed  for  jiayment  of  bills  within  10  (lays 
from  their  date. 

LIGHTING  RATES. 
Outside  the  City  Limits. 

Available  for  domestic  and  conunercial  puri)oses. 

Rate. 

I'or  consumptiim  in  one  month  of  from 

1  to  149  kilowatt  hours,  inclusive.   9  cents  per  kilowatt  hour. 

150  to  299  kilowatt  hours,  inclusive ,S  cents  jier  kilowatt  hoiu'. 

300  to  499  kilowatt  hours,  inclusive 7  cents  per  kilowatt  hour. 
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For  a  consumption  in  one  month  of  500  kilowatt  hours  and  over 

First  30  hours'  use  of  the  maximum  demand  6  cents  per  kilowatt  hour. 
For  the  next  30  hours'  use  of  the  maximum 

demand 5  cents  per  kilowatt  hour. 

.\11  in  excess  of  the  above 4  cents  per  kilowatt  hour. 

Determination  of  Demand. 

See  table  on  pages  5S9  and  590,  N.  E.  L.  A.  Proceedings,  Volume  II,  1909. 

Prompt  Payment  Discount. 

\  discount  of  5  per  cent  will  be  allowed  for  payment  of  bills  within  10  days 
from  their  date. 
Minimum  Charge. 

Minimum  monthly  bill  of  75  cents  not  subject  to  discount. 

BROCKTON,  MASSACHUSETTS 

720— Rate  Schedules. 

The  Edison  Electric  Illuminating  Comp.\ny  of  Brockton,  Massachu- 
setts, (Pop.  56,878).  Reductions  in  Lighting  Rates  Effective  April 
1,  1917. 

The'  Edison  Electric  Illuminating  Company  of  Brockton  has  made  a 
reduction  in  its  rates  for  general  and  commercial  lighting  service. 
The  general  lighting  rate  was  reduced  from  10|  cents  to  9J  cents  per 
kilowatt  hour.  The  primary  charge  of  lOh  cents  in  the  commercial 
lighting  rate  (schedule  B)  was  also  reduced  to  Oj  cents  per  kilowatt 
hour,  and  a  change  was  made  in  the  minimum  charge.  The  service 
charge  in  the  contmercial  lightmg  rate  (schedule  C)  formerly  was  $5.00 
per  month  per  kilowatt,  for  the  first  5  kilowatts  connected  and  $3.00 
per  month  per  kilowatt  for  the  next  25  kilowatts  connected.  As 
changed,  the  $3.00  per  month  per  kilowatt  applies  to  the  first  30  kilo- 
watts connected.     The  rates  revised  as  of  April  1,  1917,  areas  follows: 

GENERAL  LIGHTING. 
Rate.  Schedule  A. 

9j  cents  per  kilowatt  hour  for  all  current  consumed  per  month. 
Prompt  Payment  Discount. 

J  cent  iier  kilowatt  hour,  if  bill  is  paid  within  10  days  from  date  of  bill. 
Minimum  Charge. 

$12.00  net  per  year  per  meter,  payable  monthly  and  adjusted  aimually. 

COMMERCIAL  LIGHTING. 
Rate.  Schedule  B. 

9^  cents  per  kilowatt  hour  for  the  first  40  hours'  use  per  month  of  the  connected 

load. 
8j  cents  per  kilowatt  hour  for  the  next  80  hours'  use  per  month  of  the  connected 

load. 
4|  cents  per  kilowatt  hour  for  all  excess  use. 

Prompt  Payment  Discount. 

5  cent  per  kilowatt  hour,  if  bill  is  j)aid  within  10  days  from  date  of  bill. 
Minimum  Charge. 

25  hours'  use  of  the  coiuiected  load  at  maximum  rate. 
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COMMERCIAL  LIGHTING. 
Rate.  Schedule  C. 

Demand  Charge. 

$3.00  ix>r  month  per  kilowatt  for  the  first  30  kilowatts  connected. 
1..50  per  month  per  kilowatt  for  all  excess,  plus  an 
Energy  Charge  of 
.5  cents  per  kilowatt  hour  for  the  finst  1000  kilowatt  hours  used  per  month. 
3  cents  per  kilowatt  hour  for  the  next  2500  kilowatt  hours  used  per  month. 
2'i  cents  per  kilowatt  hour  for  all  excess  use. 

Prompt  Payment  Discount. 

\c.ne. 

Minimum  Charge. 

The  total  amount  of  (he  Demand  Charge,  net. 

SMALL  POWER. 

.Vvailable  to  all  consumers  having  a  connected  load  of  1  to  10  horsepower. 

Rate. 

10  cents  per  kilowatt  hour  for  the  first  10  kilowatt  hours  i)cr  month  per  horse- 
power connected. 
4  cents  i)er  kilowatt  hour  per  montli  for  all  excess  u.se. 

Prompt  Payment  Discount. 

1(1  per  cent  if  bill  is  paid  within  ten  days  from  date  of  bill. 
Minimum  Charge. 

$1.00  net  per  month  per  horsepower  connected. 

LARGE  POWER. 

.Available  to  all  consumers  having  a  connected  load  of  10  horsepower  and  over. 
Rate. 

Demand  Charge. 

$2.00  per  month  for  the  first  kilowatt  of  maximum  demand. 
1.25  per  month  for  each  additional  kilowatt  of  maximum  demand,  plus  an 
Energy  Charge  of 

3  cents  ]ier  kilowatt  hour  for  all  electricit}'  used. 
Quantity  Discount. 

5  per  cent  for  from  10  to  19  horsepower  connected. 
10  per  cent  for  from  20  to  29  horsepower  connected. 
15  per  cent  for  from  30  to  39  horsepower  connected. 
20  per  cent  for  from  40  to  49  horsepower  connected. 
25  per  cent  for  from  .50  to  99  horsepower  connected. 

Prompt  Payment  Discount. 

10  per  cent  if  bill  is  paid  within  ten  days  from  date  of  bill. 
Minimum  Charge. 

The  amount  of  the  Demand  Charge  net  per  month. 

INDUSTRIAL  ELECTRIC  SERVICE. 

Availabk^  (o  all  consumers  having  connected  loail  of  100  horsepower  or  over. 
Rate. 
Demand  Charge. 
$2.00  per  month  for  the  first  kilowatt  of  maximum  demand. 

1.25  per  month  for  each  additional  kilowatt  of  maximum  demand,  ]ilus  an 
Energy  Charge  of 
3  crnls  ]H-r  kUowatt  hour  for  all  elcctricitv  used. 
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Quantity  Discounts. 

33j  per  cent  for  from  100  to  199  horsepower  connected. 
45  per  cent  for  from  200  to  299  horsepower  connected. 
50  per  cent  for  300  horsepower  connected  and  over. 

Note. — Electric  service  for  excess  intermittent  overload  up  to  20  per  cent  of  the 
connected  power  load  will  be  furnished  under  this  schedule,  but  such  intermittent 
overload  shall  be  treated  as  a  .separate  installation  and  be  subject  to  its  proper 
rate  of  discoimt,  as  listed  below. 

5  per  cent  for  from    9  to     17  kilowatts. 

10  per  cent  for  from  18  to    26  kilowatts. 

15  per  cent  for  from  27  to    35  kilowatts. 

20  per  cent  for  from  36  to    44  kilowatts. 

25  per  cent  for  from  45  to    84  kilowatts. 

SSJ  per  cent  for  from  85  to  169  kilowatts. 

45  per  cent  for  from  170  to  254  kilowatts. 

50  per  cent  for  255  kilowatts  and  over. 

Prompt  Payment  Discount. 

10  per  cent  if  bill  i.s  paid  within  10  days  from  date  of  bill. 
Minimum  Charge. 

The  amoimt  uf  the  Demand  Charge  net  ]ior  month. 

OTHER  SCHEDULES. 

Other  schedules  are  given  for  "Sign  and  Show  Window  Lighting,"  "Theatre 
Service,"  and  "Elevator  Service." 


PROVIDENCE,  RHODE  ISLAND 

720— Rate  Schedules. 

N.^RRAGANSETT  ELECTRIC  LIGHTING  COMPANY,  Providence,  Rhode  Island. 
(Pop.  224,326.)     Changes  in  Rates  for  Power  Service. 

The  Narragansett  Electric  Lighting  Company  has  recently  revised  its 
rates  for  power,  Schedule  G.  The  rates  of  this  company  for  ]iower 
service  were  given  in  9  Rate  Research  151,  and  the  rates  for  lighting 
service  were  given  9  Rate  Research  311.  These  rates  are  unchanged, 
except  for  the  change  here  noted.  The  revised  power  schedule,  effective 
in  Providence  only,  is  as  follows: 

POWER  RATE  G. 

Contract  for  five  years  or  over. 
Rate. 

Monthly  Service       Current  Charge 
Demand  in  Kilowatts.  Charge  per  per  Kilowatt- 

Kilowatt  of  hour. 

Demand. 

500  to  750 ,$1  21  $0,006 

7.50  to  1,000 1.15  .006 

1,000  to  1,,500 1.07  .006 

1,500  and  over 1 .  00  .  006 

Should  the  net  price  of  current  for  any  month  under  the  five  year  contract  rates, 
including  demand  and  cm-rent  charge,  be  less  than  9  mills  per  kilowatt-hour, 
the  bill  for  this  montli  shall  be  rendered  either  at  the  flat  rate  of  9  mills  per  kilo- 
watt-hour, including  demand  and  cmrent  cliargc,  or  at  the  one  year  contract 
rate,  whichever  is  lower. 
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COMMISSION  DECISIONS 

CALIFORNIA 

226— Service. 

C'lTY  OK  Los  Angeles  v.  Pacific  Electric  Railway  Company,  Applica- 
tion for  Reduction  in  Fares  Between  Certain  Points.  Decision  of 
the  California  Railroad  Commission,  Dismissing  the  Application. 
January  26,  1917. 

The  Commission  dismissed  the  application  for  a  reduction  in  fares  in 
order  to  protect  the  interests  of  the  company  and  the  general  body  of 
its  customers.     The  Commission  said: 

"While  it  would  no  doubt  be  to  the  advantage  of  certain  residents 
and  property  owners  of  the  districts  affected  l)y  these  proceedings 
to  secure  reductions  in  the  present  fares,  the  public  in  general,  as 
well  as  the  carrier,  have  an  interest  in  the  margin  of  safety  due  to 
a  pul)lic  utility  and,  therefore,  this  Commission  must  and  will  take 
into  consideration  not  only  these  complainants,  but  the  rights  of 
defendant  and  all  other  interests  served  l^y  this  defendant,  whose 
legitimate  investments  should  not  be  injured." 

CALIFORNIA 

831— Purchase  by  Municipality. 

Marin  Municipal  Water  District,  Application  For  an  Order  Fixing 
Just  Compensation  to  Be  Paid  For  the  Properties  of  the  Marin  Water 
and  Power  Company.  Decision  of  the  California  Railroad  Com- 
mission, Determining  Certain  Matters  Supplemental  to  the  Commis- 
sion's Original  Order  Fixing  Value  for  Condemnation  Purposes. 
February  15,  1917. 

Upon  ai)i)lication  of  the  Marin  Municipal  Water  District,  the  Com- 
mission made  a  valuation  of  the  property  of  the  water  comi)any  fixing 
the  amount  of  compensation  to  be  paid  by  the  District  in  the  taking 
over  of  the  water  property.  This  decision  of  the  Commission,  issued 
April,  1915  (7  Rate  Research  154)  was  upheld  by  the  Supreme  Court 
of  the  State.  Supplemental  petitions  were  filed  with  the  Commission 
to  tloterminc  certain  ([uestions  arishig  because  of  the  lapse  of  time  be- 
tween the  determination  of  value  by  the  Commission  and  the  actual 
taking  over  of  the  iiroperty. 

The  water  company  asked  the  Commission  to  add  to  the  amount 
certified  to  the  Superior  Court  a  sum  to  cover  expenditures  for  im- 
provements and  extensions  made  subsequent  to  the  date  of  the  Com- 
mission's valuation.  The  Commission  points  out  that  under  statutory 
lirovisions  if  the  water  district  had  in  the  first  instance  filed  its  complaint 
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in  eminent  domain  in  the  Superior  Court,  the  compensation  awarded 
by  that  Court  would  have  been  determined  as  of  the  date  of  the  issue 
of  the  summons,  and  no  improvements  put  upon  the  jDroperty  subsequent 
to  the  date  of  the  service  of  the  suninrons  could  have  been  included 
in  the  assessment  of  compensation  or  damages.  (Section  1249  of  the 
Code  of  Civil  Procedure  of  California).  The  Commission  continues  as 
follows : 

■'The  water  district,  however,  chose  to  come  first  to  the  Railroad 
Commission  by  filing  a  petition,  as  provided  by  Section  47  of  the 
Public  Utilities  Act.  This  section  establishes  a  procedure  by  which 
the  Railroad  Commission  may  determine  the  just  compensation  to 
be  paid  by  mimicipal  water  districts  and  other  designated  public 
authorities  for  the  property  of  public  utilities  which  such  municipal 
water  districts  and  other  public  authorities  may  desire  to  acquire. 
The  section  provides,  in  part,  that  if  such  municipal  water  district 
or  other  public  authority  thereafter  files  a  complaint  in  the  Superior 
Court  asking  that  a  decree  of  condemnation  be  entered,  the  just 
compensation  determined  by  the  Railroad  Commission  shall  be 
deemed  final  and  conclusive  between  the  parties,  and  that  the 
Superior  Coiu't,  if  it  shall  first  decide  that  the  public  authority  has 
the  right  and  power  to  take  the  property,  shall  enter  a  decree  in  favor 
of  the  public  authority  fixing  the  amount  that  shall  be  paid  as  the 
amount  determined  by  the  Railroad  Commission. 

''Section  47  further  provides  as  follows: 

"  'The  judgment  (of  the  Superior  Court)  shall  include  a  provision,  in 
substance,  that  said  judgment  is  subject  to  modification  on  account 
of  any  unreasonable  depreciation  or  deterioration  in  value  of  the 
property  taken  or  on  account  of  any  loss  which  might  be  suffered  by 
the  owner  of  said  public  utility  through  his  being  required  to  properly 
take  care  of  said  property,  as  is  hereinafter  more  fully  provided  for.' 

"The  section  further  provides  that  in  the  two  classes  of  cases  specified 
in  the  sentence  just  quoted,  further  proceedings  may  be  taken  before 
the  Railroad  Commission  and  the  Railroad  Commission  shall 
thereafter  certify  to  the  Superior  Court,  for  insertion  in  a  modified 
judgment,  such  amounts  as  the  Railroad  Commission  may  find 
should  be  either  added  to  or  subtracted  from  its  original  findings. 

"As  provided  in  detail  subsequent  to  the  sentence  next  hereinabove 
quoted,  the  proceedings  before  the  Railroad  Commission  subsecjuent 
to  the  judgment  of  the  Superior  Court  can  be  only  of  the  following 
two  clas&os: 

"(1)  In  case  of  'any  unreasonable  depreciation  or  deterioration  in 
value  of  the  property  taken,'  occurring  'between  the  date  of  the 
filing  of  any  such  petition  (referring  to  the  original  petition  filed  by 
the  public;  authority)  and  the  payment  of  the  compensation  to  the 
owner  of  the  jjublic  utility'. 

"(2)  In  case  of  'loss  which  might  have  been  suffered  by  the  owner  of 
said  public  utility  through  his  being  required  to  properly  take  care 
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of  said  property,'  such  loss  bcin>!;  only  surli  loss  as  occurs  'Vjetwcen 
the  time  when  the  judgment  in  condemnation  has  become  final  and 
the  time  of  the  payment  of  the  compensation.'  The  section  also 
refers  to  such  loss  as  being  loss  incurred  'in  order  to  preserve  the 
property'.     .     .     . 

"The  Water  company  relies  on  a  sentence  in  Section  70  of  the  Pulilic 
Utilities  Act,  reading  as  follows: 

"  'The  commission  may  from  time  to  time  cause  further  hearings  and 
investigations  to  be  had  for  the  purpose  of  making  revaluations  or 
ascertaining  the  \n\ue  of  any  betterments,  improvements,  additions 
or  extensions  made  by  any  public  utility  subsequent  to  any  prior 
hearing  or  investigation,  and  may  examine  into  all  matters  which  may 
change,  modify  or  affect  any  finding  of  fact  previously  made,  and 
may  at  such  time  make  findings  of  fact  supplementary  to  those 
theretofore  made.' 

"The  fact  that  the  hearings  and  investigations  thus  referred  to  are  to 
be  held  'from  time  to  time'  would  seem  to  indicate  that  this  sentence 
must  refer  to  general  valuations  made,  from  time  to  time,  for  the 
purpose  of  rate  making  or  the  issue  of  securities  or  other  matters  and 
not  to  eminent  domain  proceedings  in  which  there  is  a  finality  of 
proceedings  resulting  in  the  transfer  of  the  property  to  public  author- 
ities over  whom  the  Railroad  Commission  generally  has  no  juris- 
diction. 

"Furthermore,  it  would  seem  entirely  clear  that  in  so  far  as  pro- 
ceedings before  the  Railroad  Commission  subsequent  to  the  entry 
of  judgment  by  the  Superior  Court  are  concerned,  the  specific 
provisions  of  Section  47  must  prevail  over  the  general  provisions  of 
Section  70. 

"Attention  should  further  be  drawn  to  the  fact  that  there  is  no  pro- 
vision either  in  Section  47  or  in  Section  70  for  the  certification  by  the 
Raih-oad  Commission  to  the  Superior  Court  of  any  modifieti  fiiulings 
in  any  instance  except  in  the  two  classes  of  cases  provided  for  in 
Section  47  and  hereinbefore  referred  to. 

"Hence  in  order  that  the  water  company  may  secure  hereafter  a 
finding  of  additional  compensation  .  .  .  the  water  company 
must,  as  provided  by  Section  47  of  the  Public  Utilities  Act,  show  that 
its  expenditures  were  incurred  during  a  specified  time,  namely, 
'between  the  time  when  the  judgment  in  condemnation  has  become 
final  and  the  time  of  the  payment  of  the  compensation',  and  for 
the  i)ur|>ose  specified  in  Section  47,  namely,  to  meet  a  loss  which  was 
suffered  by  the  water  company  'through  its  being  required  to  properly 
take  care  of  said  jiroperty,'  or,  as  these  words  are  intcrprctet!  in  a 
subsetiuciit  portion  of  the  statute,  a  loss  suffered  'in  order  to  i)reserve 
the  property.'     .     .     . 

"The  water  company  must,  further,  show  a  loss  incurred  through  its 
being  re(|uired  to  properly  take  care  of  the  jiroperty  or  to  preserve 
the  proijcrty.     The  meaning  of  this  language  is  not  entirely  clear. 
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It  would  seem  obvious  that  if  the  statute  had  intended  that  the  owner 
of  the  puIdUc  utiUty  should  be  reim1)iu-sed  for  all  additions  and 
betterments  such  as  the  mstallation  of  adtlitional  service  connections 
or  of  meters,  it  would  ha\e  said  in  apt  language  that  the  public 
utility  might  secure  a  supplemental  finding  from  the  Railroad 
Commission  specifying  the  expenditures  incurred  for  'additions  and 
•  betterments'  or  for  'additions  to  capital  account'  during  the  period 
specified.  I  am  satisfied  that  the  language  referred  to  was  not 
intended  to  cover  such  additions  and  betterments  as  the  utility 
might  make  in  the  ordinary  course  of  its  business,  but  that  its  purpose 
was  that  the  utility  should  preserve  the  projierty  as  far  as  possible 
in  its  status  at  the  time  the  petition  was  filed  with  the  Railroad 
Commission  and  that  it  should  not  have  the  power  by  incm-ring 
heavy  expenditures  for  additions  and  betterments,  a  part  or  all  of 
which  the  public  authority  would  not  itself  incur,  to  increase  the  just 
compensation  to  be  paid  by  the  public  authority.  The  record  herein 
contains  a  clear  illustration  of  what  I  have  m  muid.  The  develop- 
ment plans  of  the  water  comiiany  contemplated  the  construction 
of  what  is  known  as  the  Tanuilpais  dam,  but  the  development  plans 
of  the  water  district  do  not  contemplate  such  construction.  The 
water  company  is  asking  herein  that  it  be  awarded  additional  com- 
pensation to  the  extent  of  $3,185.78  for  expenditures  incurred  on  its 
Tamalpais  dam  properties,  which  expenditures  would  not  have  been 
incurred  by  the  water  district  if  it  owned  the  property.  I  am 
satisfied  that  the  legislature  used  the  language  hereinbefore  referred 
to  in  a  narrower  sense  than  that  contended  for  by  the  water  company 
herein  to  mean  not  ordinary  additions  and  betterments  but  'losses' 
incurred  by  the  utility  to  preserve  the  property  and  take  care  of  it 
iji  the  condition  in  which  it  existed  when  the  petition  was  filed  with 
the  Railroad  Commission. 

"In  this  ruling,  the  Railroad  Commission  must  not  be  understood  as 
passing  on  the  question  whether  the  water  district  can  take  the 
improvements  installed  subsequent  to  April  9,  1915,  without  paying 
for  them,  or  whether  the  water  company  has  not  the  right,  unless 
adequate  compensation  is  paid,  to  remove  such  additions  and  better- 
ments. Referring  to  this  point,  the  water  district's  brief  herem  says, 
in  part,  that  'if,  after  the  conunission  has  made  an  award  which  does 
not  give  to  the  company  the  value  of  these  meters  because  the 
commissioii  finds  that  it  has  no  jurisdiction  so  to  do,  the  way  is  still 
open  for  the  company  to  get  recompense  therefor  by  agreement.' 
These  ar(>  niatters  over  which  the  Railroad  Conmiission  does  not  have 
jurisdiction.  In  view  of  said  declaration  of  the  water  district,  we 
assume  that  the  parties  will  reach  an  agreement  on  fair  and  equitable 
terms  covering  such  additions  and  betterments  installed  subsecjuent 
to  April  9,  1915,  as  are  actually  useful  to  the  water  district." 

The  company  also  stated  that,  due  to  the  abnornuxlly  high  prices  of 
material  now  prevailing,  the  estimated  cost  of  certain  portions  of  its 
property  would  l)e  higher  than  on  the  date  of  the  valuation  and  the 


28  11        Rate     Research 


Commission  was  asked  to  revalue  such  portions  of  its  property.  The 
Commission  said: 

"This  petition  seems  to  overlook  the  fact  that  the  lands,  property  and 
rights  of  the  Water  company  were  considered  by  the  Railroad 
Commission  in  theii-  entirety  as  a  going  concern  and  that  there  is  no 
necessary  relationship  between  engineering  estimates  of  the  cost 
to  reproduce  the  physical  structures  of  the  water  company  as  of  any 
specified  date  and  the  just  compensation  to  be  paid  for  the  property 
viewed  as  a  going  concern.  It  might  well  be  that  the  value  of  a 
public  utility  property  as  a  going  concern  might  increase  during 
a  period  within  which  the  cost  to  reproduce  a  portion  of  its  property 
might  become  less  and,  conversely,  that  the  value  of  the  property  as 
a  going  concern  might  be  diminished  during  a  period  within  which 
the  estimated  cost  to  reproduce  physical  structures  or  other  property 
might  increase.  There  is  nothing  said  in  this  petition  and  there  was 
no  evidence  introduced  at  the  hearing  with  reference  to  the  other 
portions  of  the  water  company's  property  or  with  reference  to  its 
value  as  an  entirety  as  a  going  concern.  For  all  that  appears,  the 
value  of  the  property  as  a  going  concern,  notwithstanding  the 
abnormal  prices  of  materials,  may  be  no  greater  now  th;m  it  was  on 
April  9,  1915. 

"Furthermore,  as  hereinbefore  shown,  the  Railroad  Conunission  has 

no  jurisdiction  to  proceed  on  such  a  petition  at  this  time.     If  the 

Railroad  Commission  could  have  entertained  a  supplemental  petition 

to  revahie  the  water  company's  property  as  of  June  5,  1915,  the  date 

of  the  issue  of  the  summons  in  said  C^ase  No.  4495,  nevertheless,  under 

the  specific  provisions  of  Section  47  of  the  Public  Utilities  Act,  after 

judgment  has  been  entered  in   the  Superior  Court,   the  Railroad 

Commission  has  no  jurisdiction  to  entertain  a  general  revaluation 

proceeding  of  this  character." 

The  Commission  further  held  that  the  utility  is  not  entitled  to  additional 

compensation  covering  taxes  paid,  for,  while  it  is  still  in  possession  of 

its  property  it  is  in  receipt  of  rates  sufficient  to  cover  operating  expenses, 

includmg  taxes,  and  would,  in  effect,  be  twice  compensated  for  the  same 

item. 

In  a  petition  filed  by  the  water  district  it  was  alleged  that  the  company 
failed  to  deliver  to  the  district  certain  meter  books,  customers'  ledgers, 
books  of  account  and  other  data,  and  the  C'ommission  was  asked  to 
certify  to  the  court  an  amount  to  be  deducted  from  the  just  com- 
pensation fixed,  as  damages  for  failure  to  deliver  these  books.  The 
Conunission  held  that,  since  the  district  was  unable  to  show  any  specific 
money  damage  due  to  failure  to  deliver  the  books  and  data,  the  petition 
should  be  dismissed. 

The  amount  of  compensation  fixed  by  the  Commission  in  the  original 
order  was  increased  by  the  amount  expended  for  improvements  under  a 
stipulation  betwecMi  the  water  district  and  the  company  by  which  the 
water  district  agreed  to  assume  such  expense,  and  an  amount  was  also 
added  for  miscellaneous  equipment  not  covered  in  the  previous  valuation. 
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REFERENCES 

INVESTMENT  AND  RETURN 

310— Valuation. 

Principles  of  Rate  Making,  by  W.  T.  Ryan.  Read  at  the  Recent 
Convention  of  the  Minnesota  Electrical  Association. 

In  discussing  the  determination  of  fair  value  as  a  basis  for  fixing  rates  for  public 
utilities,  instances  of  wide  differences  in  the  findings  of  experts  as  to  the  value 
of  the  same  property  are  noted,  and  the  writer  says: 

"I  think  it  will  be  conceded  that  valuation  of  lighting  properties  in  general 
would  involve  so  many  factors,  cost  so  much  money  for  expert  service,  upset 
so  much  confidence  and  benefit  the  public  so  little  that  it  should  be  resorted 
to  only  in  cases  of  outstanding  injustice.  The  writer  believes  that  such  factors 
as  cost  of  plant  per  kilowatt  of  maximum  load,  cost  of  plant  per  kilowatt  of 
maximum  capacity,  reasonably  expected  annual  gross  earnings  per  $100  cost 
of  plant,  cost  of  plant  per  capita,  watts  maximum  load  per  capita,  demand 
factors,  diversity  factors,  etc.,  etc.,  are  so  well  known  to  public  utility  experts 
that  they  can  evaluate  the  ordinary  lighting  property  by  approximate  methods 
that  will  not  only  give  the  public  all  the  protection  it  wants,  but  will  be  even 
a  less  uncertain  valuation  than  one  made  by  an  expert  advocate,  and  will 
insure  both  the  investor  and  the  public  of  an  .approximate  sciuare  deal  which 
in  the  end  is  about  all  any  one  wants.  I  firmly  believe  that  rates  in  Minnesota 
should  be  fixed  by  a  competent  non-political  public  utility  commission. 

"A  first-class  real  estate  man  can  spend  30  minutes  in  a  house  and  then  tell 
you  just  what  its  rental  value  is.  Another  method  would  be  to  count  the 
shingles,  nails,  bricks,  appraise  the  foundation,  the  heating,  plumbing,  electric 
wiring,  etc.,  etc.,  and  then  figure  out  what  rental  value  would  yield  a  reasona- 
ble return,  and  finally  compromise  by  renting  the  house  for  about  what  the 
real  estate  man  said  it  was  worth.  In  most  instances  an  elaborate  detailed 
physical  appraisal  of  a  lighting  property  is  not  worth  the  effort  and  expense 
necessarilv  involved." 


PUBLIC  SERVICE  REGULATION 

200— Public  Service  Regulation  -Law  and  Practice. 

American  Telephone  and  Teleoraph  CVmipany,  Annual  Report  of 
the  Directors  to  the  Stockholders  for  the  Year  Ending  December  31, 
1916. 

In  discussing  certain  phases  of  Commission  regulation  in  connection  with  the 
work  of  the  legal  department  of  the  American  Telephone  and  Telegraph  Company, 
the  report  says: 

"A  ciuestion  of  growing  importance  arises  out  of  the  distinction  between  regu- 
lation and  management.  The  power  of  the  state  to  regulate  is  beyond  ques- 
tion. It  is  just  as  well  settled  that  this  power  is  not  broad  enough  to  include 
the  power  to  manage.  This  is  something  that  inheres  in  the  ownership  of  the 
property  and  belongs  to  the  utility  itself.  Where  it  has  been  brought  to  their 
attention,  the  tendency  of  the  commissions  has  been  frankly  to  recognize  this 
distinction.  The  fact  that  cases  may  arise  where  it  will  be  diHic-ult  to  draw 
the  line  between  management  and  regulation  does  not  mean  that  there  is  no 
such  distinction.  The  distinction  between  negligence  and  due  care  is  univer- 
sally recognized,  although  many  cases  arise  which  it  is  difficult  to  assign  to 
one  side  or  the  other  of  the  line.     During  the  year  that  has  just  closed  an 
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especial  effort  has  lieen  made  to  draw  attention  to  this  distinction  lietween  regu- 
lation and  management  because  it  is  felt  that  a  failure  to  recognize  it  would 
result  in  serious  embarrassment  not  only  to  the  utilities  but  to  the  public  as 
well.  Not  good,  but  harm  would  result  from  an  attempt  on  the  part  of  regula- 
tion to  absorb  wiiat  jjroperly  belongs  to  maiuigemcnt." 

200 — Public  Service  Regulation — Law  and  Practice. 

St.\tus  of  Government  R,\te  Regulation,  by  Morton  G.  Lloyd. 
Electrical  Review  and  Westerti  Electrician,  April  7,  1917.  p.  .578. 
Ih  pages. 

The  complete  regulation  of  privately  owned  business  by  goveniment  agencies  has 
been  widely  applied  only  to  public  utilities.  This  has  given  the  impression  that 
the  power  of  the  government  in  regulation,  particularly  in  rate  regulation,  is 
limited  to  public  utilities.  The  opinion  is  sometimes  expressed  that  the  ])ower 
of  regulation  rests  upon  the  existence  of  a  monopoly  in  the  business.  Others  have 
attempted  to  base  it  upon  special  privileges  granted  by  the  government  to  the 
corporations  in  question,  such  as  the  right  of  eminent  domain  or  the  grant  of 
franchise  to  occupy  public  streets  and  highways.  That  these  views  are  based  on 
misconceptions  of  the  legal  basis  for  governmental  regulation  is  shown  by  the  writer 
in  a  review  of  important  court  decisions  interpreting  the  regulatory  powers  of 
the  government.     In  conclusion  the  writer  says: 

"To  sum  up  the  situation,  then,  the  power  of  the  state  to  regulate  rates  accom- 
panies the  power  to  regulate  in  other  wavs,  that  is,  to  put  any  restrictions 
upon  the  freedom  of  private  contract.  This  power  is  not  based  upon  any  special 
privilege,  upon  a  condition  of  monopol}',  nor  upon  the  use  of  private  property 
for  public  purposes,  but  exists  wherever  a  business  is  affected  with  sufficient 
public  interest.  A  suggested  criterion  of  sufficient  public  interest  is  that 
the  effects  or  conseciuenees  of  a  contract  extend  beyond  the  individuals  or 
corporations  making  them.  The  decision  as  to  the  necessity  or  wisdom  of 
regulation  rests  with  the  legislative  branch  of  the  government.  A  legal  or 
actual  monopoly  or  a  condition  of  fixed  prices  may  be  the  motive  for  regulation 
but  is  not  an  essential  condition.  The  power  of  rate-regulution  or  i)riee- 
fixing  is  not  limited  to  ])ublie  utilities  and  similar  lines  of  business,  but  extends 
to  contracts  of  indenmity  and  even  can  be  applied  to  the  exchange  of  com- 
modities." 

200 — Public  Service  Regulation— Law  and  Practice. 

Public  liEGUL.\TioN  v.  Public  Oper.\tio.\ — Some  Leg.\l  A,spect.s, 
liy  A.  Lincoln  L.wine.  The  Co-operator,  Ai)iil,  1917.  p.  36.  2  pages, 
lioprintc'd  from  the  March  (PuVilic  Finance)  Numlier  of  Case  and  Coni- 
ii/i  lit. 

The  assertion  is  sometimes  made  that  government  regulation  is  a  form  of  govern- 
ment operation  without  governmental  responsibilities.  This  view  is  not  sup- 
ported l)y  a  studj'  of  underlying  principles.  The  writer  brings  out  the  difference 
between  regulation  and  operation  in  answer  to  the  two  ciuestions,  "What  is  'public 
regulation'  as  we  understand  it  to-day,  .and  where  does  it  come  from'?"  and  "What 
is  'property'  and  where  does  it  come  from'?"  After  discussing  these  cjuestions 
from  a  legal  standpoint,  the  writer  says; 

"Ujicration  is  tlu^  exercise  of  a  properly  function;  rriiiilalion,  that  of  a  social  func- 
tion. Operation  looks  to  the  use  of  the  property  right;  regulation  to  the  pre- 
vention of  its  abusr.  Operation  seeks  to  promote  the  public  welfare  by  direct 
exercise  of  the  i)roperly  right.  Regulation  seeks  to  promote  the  public  welfare, 
not  Ijy  the  exercise  of  the  [iroperly  right,  but  l)y  declaring  the  rules  under  which 
it  may  be  exercised.  The  dislinction  is  between  i)laying  the  game,  and  um- 
jjiring  it. 

"But    this,   it    has   been   uigeil,    is   a   purely   tlienretica!   dislinction.     Of   what 
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practical  value  is  a  property  right  stripped  of  its  beneficial  exercise?  The 
answer  is.  public  regulation,  properly  exercised,  never  does  strip  the  property 
right  of  its  beneficial  exercise.     .     .     . 

"Regulation  may  proceed  indefinitely  without  encroaching  upon  operation. 
"This  is  not  to  say,  however,  that  regulation  should  proceed  indefinitely. 
A  needless  multiplication  of  regulatory  powers  may  constrain  the  omiers  of  an 
enterjjrise  to  surrender  ownership  and  cjuit  the  field — upon  just  compensation, 
of  course — just  as  a  community  may  drive  out  its  citizens  by  a  needlessly 
burdensome  tax  rate.  In  other  words,  needless  regulation,  while  it  cannot 
destroy  the  property  right,  may,  by  its  weight,  destroy  the  element  of  inUialive 
which,  pro])erIy  directed,  is  capable  of  making  the  exercise  of  property  rights 
most  fruitful  to  mankind. 

"The  efTort  of  regulation,  therefore,  should  be  to  direct  the  current  of  human 
endeavor,  but  not  to  thwart  it." 


GENERAL 

149 — Holding  Companies. 

Enlarging  Field  of  Holding  Companies.  Electrical  World,  April 
7,  1917.     p.  649.     2  pages. 

Attention  is  called  to  the  tendency  of  holding  companies  to  extend  their  activities 
beyond  the  control  and  operation  of  public  utilities  and  engage  in  independent 
industrial  activities  and  allied  undertakings.  The  Cities  Service  Companyjis 
taken  as  the  most  conspicuous  example  of  a  holding  company  which  has  gone 
into  a  new  class  of  business  on  a  large  scale — the  producing  and  refining  of  oil  and 
the  distributing  of  petroleum  products.  It  is  stated  that  other  holding  companies 
are  investigating  conditions  in  the  oil  producing,  refining  and  marketing  indus- 
tries preparatory  to  entering  this  field.  In  other  directions  also  investigations  are 
in  progress  to  determine  what  allied  lines  of  industry  can  be  conducted  in  connec- 
tion  with   public   utilities. 

226.2    Extension  of  Service. 

Things  to  Consider  when  Making  Line  Extensions,  by  R.  A. 
Langworthy.     Electrical  World,  April  7,  1917,  p.  032,  1  page. 

To  avoid  making  investments  in  unprofitable  line  extensions,  companies  should 
adopt  a  standard  policy  as  to  return  required  from  any  proposed  line  extension, 
and  should  provide  for  a  system  of  investigation,  report  and  approval  for  a  par- 
ticular extension  which  will  compel  the  gathering  of  proper  data  and  their  sub- 
mission in  such  a  way  as  to  allow  of  easy  inspection  and  checking  before  approval 
by  the  proper  executives.  No  extensions  or  promises  of  them  should  be  made 
until  such  an  investigation  has  been  made  and  apiiroval  given.  A  definite  policy 
and  standard  practice  will  safeguard  investment  and  strengthen  the  prestige  of 
the  operating  company.  A  system  which  has  been  worked  out  by  one  company  is 
described  and  a  blank  form  for  reporting  estimated  cost  of  extension  and  estimated 
annual  rcveiuic  is  shown. 

750 — Comparative  Company  Data. 

Output  of  Large  Generating  Systems.  Electrical  World,  April  7, 
1917.     p.  6.51.     li  page.s. 

Statistics  for  1916  showing  the  o\itputs,  peak  loads  and  load  factors  of  the  largest 
geiKU'atiiig  systems  of  the  country  are  given  in  tabulated  form. 

A[)proximately  two-thirds  of  the  central  station  energy  of  tlie  country  is  generated 
bv  forty-one  companies,  chiellv  in  hydroelectric  stations.  The  returns  show  an 
increase  of  2,000,000,000  kilowatt  hours  for  the  year. 
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830— Public  Ownership. 

Municipal  Owxershii'  Fails  in  the  U.  S.  A.,  l)y  James  15.  \V(X)tan. 

Pamphlet  32  pages. 

More  than  200  inunifipal  (iwiiership  failures  are  recorded  in  this  compilation. 

900— General. 

The  Evening  Post  (New  York),  Fourth  Annual  Public  Utilities 
Review.     March  30,   1917.     Supplement  40  pages. 

The  following  are  a  number  of  the  articles  apj)earin{j  in  the  .special  jiuhlic  utilities 
number  of  The  Evening  Post  of  interest  to  electric  compiinies:  "Government 
Ownership — Some  Fallacies,"  by  Arthur  Williams,  New  York  Edison  Company; 
"The  Stability  of  Public  Utility  Earnings,"  by  J.  I.  Mange,  Vice-President, 
J.  G.  White  Management  Corporation;  "Remarkable  Progress  in  the  Gas  Busi- 
ness," by  Professor  Lee  Galloway,  New  York  University;  "Public  Utilities  in 
the  Pacific  Northwest,"  by  C.  C.  Chapman,  Editor,  (Jregon  Voter,  Portland, 
Oregon;  "The  Certificate  of  Convenience  and  Necessity,"  by  Wni.  M.  Wherrj', 
.Jr.,  of  the  New  York  Bar;  "Public  Utility  Securities,"  by  Edward  L.  Welles, 
Mechanical  Engineer,  The  J.  G.  White  Engineering  Corporation;  "Public  Utility 
Bonds  vs.  Railroad  Bonds,"  by  S.anger  B.  Steel,  Vice-President,  ,J.  G.  White  & 
Co.,  Inc.;  "How  a  Community  Benefits  by  a  Live  Public  Utility,"  by  Harvey  L. 
Clarke,  President  Utilities  Development  Corporation,  Chicago;  "Utility  Bonds, 
Before  and  After  the  War,"  by  James  P.  M.agill,  Elkins,  Morris  &  Co.,  Philadelphia 
Pa.;  "Public  Service  Commissions,"  by  Commissioner  Travis  H.  Whitney,  New 
York  Public  Service  Commission,  First  District;  "How  Holding  Companies 
Have  Standardized  Public  Utility  Service,"  by  E.  G.  Connette,  President  of 
the  United  Gas  and  Electric  Corporation. 

920— Economy  and  Efficiency. 

Univer.sal  Electricity  Supply,  by  Samuel  Insull.  Address  Before 
the  Engineers'  Society  of  Western  Pennsylvania  at  Pittsburgh.  Bond 
Topics,  March,  1917. " 

The  possibilities  in  the  production  and  distribution  of  electrical  energy  for  large 
areas  under  one  .system  are  discussed  in  this  ])aper.  The  utilization  of  the  diver- 
sity of  demand,  the  tremendous  saving  in  fuel,  and  other  advantageous  results  of 
the  centralization  of  electrical  supply  are  pointed  out.  .\  comparison  between 
the  electricity  sujjply  business  in  the  City  of  Chicago  served  by  one  company  and 
in  the  Coimty  of  London  served  by  63  or  64  difTcrent  imdertakings  affords  a  striking 
illustration  of  the  greater  economy  and  efficiency  of  the  unified  system. 

COURT  DECISION  REFERENCES 

129.3— Refusal  of  Service. 

Johnson  v.  Carolina  Gas  and  Electric  Company.  Decision  of  the 
Supreme  Coiirt  of  South  Carolina.  February  8,  1917.  91  South- 
eastern 734. 

The  defendant  company  cut  off  light  and  water  service  from  the  plaint  iff 's  resi- 
dence and  office  building  on  account  of  arrears  in  water  rent.     The  Court  says: 

"The  service  was  discontinued  here  for  past-due  bills,  under  a  contract  made 
with  another  concern,  and  assigned  to  the  ap])ellant. 

"These  companies  should  have  a  short  and  inexpensive  method  of  collecting 
just  bills,  but  we  have  been  cited  to  no  authority,  and  we  know  of  none  that 
allows  the  short  method  for   the  collection  of   assigned  accounts  for  past-due 

bills." 
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RATES 
BALTIMORE,  MARYLAND 

720— Rate  Schedules. 

Consolidated  Gas,  Electric  Light  and  Power  Company,  Baltimore, 
Maryland  (Pop.  .5.58,485).  Reduction  in  Rates  For  Electric  Service 
Effective  May,  1917.   : 

The  Consolidated  Gas,  Electric  Light  and  Power  Company  has  made  a 
voluntary  reduction  in  its  rate  schedules  for  "Transient  Lighting  and 
Power"  and  "Yearly  Lighting  and  Power".  The  minimum  charge  was 
reduced  from  $12  to  $9  per  year,  the  change  to  be  effective  after  the  May, 
1917,  meter  readings.  The  straight  line  meter  rate  for  transient  or 
short  term  lighting  and  power  service  was  reduced  from  8.5  cents  to 
8  cents  per  kilowatt  hour,  effective  after  the  April,  1917,  meter  readings. 
A  reduction  in  the  primary  rate  of  the  general  lighting  and  power 
schedule  from  8.5  cents  for  the  first  50  hours'  use  of  lighting  demand 
and  20  hours'  use  of  power  demand  to  8  cents  for  the  first  40  hours'  use 
of  lighting  demand  and  20  hours'  use  of  power  demand  and  certain 
other  reductions  in  the  secondary  rate  were  made,  becoming  effective 
after  the  April,  1917,  meter  readmgs. 

The  rate  schedules  are  as  follows: 

TRANSIENT  LIGHTING  AND  POWER. 

Available  for  lighting  and  power  servict-  for  short  term  use.s. 
Rate. 

8  cents  per  kilowatt  hour  for  all  current  consumed. 

Prompt  Payment  Discount. 

XcjMC. 

Minimum  Charge. 

7.')  cents  per  month,  provided  that  if,  at  the  regular  May  meter  reading  date, 
it  shall  appear  that  a  customer  has,  by  reason  of  said  charge,  paid  or  become 
liable  to  pay  during  the  year  immediately  preceding,  an  amoimt  exceeding 
the  sum  of  .fO.OO,  the  company  shall  refund  such  excess. 

In  case  of  temporary  .suspension  of  the  service  for  a  specified  period  of  not 
exceeding  6  months  in  any  one  year,  notice  of  which  must  Ijc  given  in  advance 

Editorial  Note.— All  indented  matter  is  direct  quotation. 
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to  the  Company,  the  minimum  charge  will  be  75  cents  for  the  period,  provided 
the  meter  shows  no  consumption,  instead  of  75  cents  for  each  month. 

Term  of  Contract. 

Service  nuiy  be  discontinued  after  5  daj's'  written  notice  from  either  party  to 
the  otlier. 

Terms  and  Conditions. 

The  customer  will  paj'  the  cost  of  connection  and  disconnection,  including  main 
extension  and  service  connection,  unless  service  is  to  be  used  for  one  year  or 
more. 

When  a  customer  using  service  under  this  schedule  can  comply  with  the  con- 
ditions of  the  Yearly  Lighting  and  Power  Schedule,  any  charge  that 
may  have  been  made  for  the  cost  of  connection  over  and  above  such  charges 
made  under  the  Yearly  Lighting  and  Power  Schedule,  will  be  refunded  upon 
application  for  change  in  schedule. 

YEARLY  LIGHT  AND  POWER. 

Available  for  yearly  or  seasonal  lighting  and  power  service.  The  term  "seasonal" 
applies  to  such  uses  as  fan  service,  summer  cottages  and  summer  amusement 
parks. 

Rate. 

Primary  Rate. 

S  cents  per  kilowatt  hour. 

Secondary  Rate. 

5  cents  per  kilowatt  hoiu'  subject  to  reduction  as  specified  herein  for  demands 
over  4.0  kilowatts,  and  applying  to  the  excess  consumption  over  a  monthlj- 
amount  of  current  consumption  known  as  the  Primary  Rating. 

Primary  Rating. 

The  Primary  Rating  is  based  on  20  hours'  use  per  month  of  the  power  demand 
and  40  hours'  use  per  month  of  the  lighting  demand,  and  in  any  ca.se  will  be 
not  less  than  50  kilowatt  hours  per  month.  It  is  the  product  of  the  demand 
and  twenty  or  forty  hours'  use  and  for  power  is  taken  at  multiples  of  30  kilow-att 
hours  over  50  up  to  350  kilowatt  hours  per  month  and  at  multiples  of  50  kilow-att 
hours  over  350  kilowatt  hours  per  month,  using  for  odd  amounts  the  next 
lower  figure  of  kilowatt  hours  per  month.  For  lighting,  the  primary  rating  is 
twice  that  for  power.  The  Primary  Rating  for  mixed  lighting  and  power  is 
the  sum  of  the  power  demand  multiplied  by  '20  and  the  lighting  demand  multi- 
plied by  40,  the  sum  (and  the  sum  only)  being  reduced  to  even  multiples  as 
above.     All  Primary  Ratings  shall  be  in  accordance  with  the  table  given  below. 

Reductions  in  Secondary  Rate. 

The  Secondary  Rate  is  reduced  from  5  cents  per  kilowatt  hour  by  two-tenths 
cent  per  kilowatt  hour  for  each  1.5  kilowatt  increase  in  demand  over  4.0  kilo- 
watts up  to  17.5  kilowatts;  and  again  at  25  kilowatts;  and  for  each  15  kilowatts 
from  25  kilowatts  up  to  So  kilowatts.  For  demands  of  85  kilowatts  and  over 
the  Secondary  Rate  is  two  cents  per  kilowatt  hour.  Secondary  Rates  are  in 
every  case  determined  from  the  demands,  in  accordance  with  the  table  given 
below. 

Determination  of  Demand. 

The  demand  may  be  estimated  or  determined  by  the  Company  from  time  to 
time,  according  (o  the  Customer's  normal  use  of  electricity,  but  nuiy  not  be 
substantially  decreased  during  any  twelve-month  term  of  contract.  It  may 
equal  the  total  installation  reduced  to  kilowatts. 

Minimum  Charge. 

7.')  cents  pel-  mcinlh  provided  that  if.  at  the  regular  May  uicler  reading  date,  it 
shall  appear  that  a  Customer  has,  by  reason  of  said  charge,  paid  or  become 
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liable  to  pay  during  tlie  year  immediately  preceding  an  amount  exceeding  the 
sum  of  $9.00  the  Company  shall  refund  such  excess. 

Lamp  Service. 

Standard  carbon  or  gem  filament  lamps,  loaned  by  or  originally  purchased  from 
the  company,  returned  with  bulbs  unbroken,  will  be  renewed  free  of  charge . 

Term  of  Contract. 

When  the  Customer  has  used  the  Company's  service  at  the  contract  premises 
for  over  one  year,  under  any  form  of  contract,  the  contract  may  be  terminated 
at  any  time  after  10  days'  written  notice  from  either  party  to  the  other.  Upon 
proper  notice  of  removal,  the  contract  will  be  terminated. 

Table  of  Primary  Ratings  and  Secondary  Rates 
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Note. — The  primary  ratings  for  all  demands  of  seventeen  and  one-half  kilowatts 
(17.5  K.  W.)  and  over  shall  be  mcreased  by  50  kilowatt  hours  for  power  and /or  100 
kilowatt  hours  for  lightmg  for  each  additional  two  and  one-lialf  kilowatts  (2.5 
K.  W.)  of  demand. 


INDUSTRIAL  LIGHTING  AND  POWER. 

Available  for  power  and  incidental  lighting. 

Rate. 

Demand  Charge. 

.$42.00  per  yc.-ir,  payable  in  ecjual  monthly  installments,  per  kilowatt  of 
demand  for  the  first  10  kilowatts. 
30.00  per  year,  payable  in  equal  monthly  installments,  per  kilowatt  of 
demand  for  the  next  40  kilowatts. 
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24.00  per  year,  payable  in  equal  monthly  installments,  per  kilowatt  ot 
demand  for  the  excess  over  50  kilowatts,  plus  an 

Energy  Charge  of 

4.5  cents  per  kilowatt  hour  for  the  first  500  kilowatt  hours  consumed  per 

month. 
2.5  cents  per  kilowatt  hour  for  the  next  4,500  kilowatt  hours  consumed  per 

month. 
1     cent    per  kilowatt  hour  for  the  next  45,000  kilowatt  hours  consumed  per 
month. 
.9  cent   per  kilowatt  hour  for  the  next  150,000  kilowatt  hours  consumed  per 

month. 
.8  cent    per  kilowatt  hour  for  all  excess  use  per  month. 

Note. — The  above  schedule  applies  to  mixed  lighting  and  power.  For  power 
without  lighting  the  Demand  Charge  for  the  first  50  kilowatts  will  be  $30.00  per 
kilowatt  per  year,  and  the  Energy  Charge  for  the  first  5,000  kilowatt  hours  per 
month  will  lie  2i  cents  per  kilowatt  hour. 

Determination  of  Demand. 

The  demand  shall  be  specified  in  the  contract.  The  specified  demand  shall 
be  subject  to  revision  by  actual  measurement  of  the  Customer's  maximum  load 
by  suitable  instrimients"  furnished  by  the  Company.  The  demand  having  thus 
been  established  shall  not  be  substantially  decreased  during  the  term  of  the 
contract,  but  may  be  increased  in  accordance  with  and  for  all  billing  after 
any  increase  in  load  which  may  from  time  to  time  occur.  The  interval  over 
wliich  the  demand  shall  be  averaged  shall  not  be  less  than  one-half  hour, 
except  for  rapidly  fluctuating  loads. 

Minimum  Charge. 

1/12  of  the  annual  Demand  Charge. 

Lamp  Service. 

None. 

Term  of  Contract. 

Three  years,  and  for  repeating  periods  of  one  year  each,  imless  terminated 
by  either  party  by  thirty  days'  written  notice  before  the  termination  of  the 
original  term  or  the  termination  of  any  year  thereafter. 

OTHER  SCHEDULES. 

Other  schedules  are  given  for  "Auxiliary,  Breakdown,  or  Summer  Service",  "Flat 
Rate  Sign  Lighting",  ".Automobile  and  Battery  Charging  Rate",  "Fixed  Rate 
Power-General  Service",  "Industrial  Power  Rate-High  Tension  Transmission 
Line  Service",  "Industrial  Power-FLxed  Charge  Rate-High  Tension  Transmission 
Line  Service",  and  "Permanent  Railway  Power  Generating  Station  Rate". 

COMMISSION  DECISIONS 

NEW  YORK 

720— Rate  Schedules. 

New  York  .\nd  Queens  Electric  Light  and  Power  Comp.\ny, 
Invest igiit ion  of  licasonaliloness  of  Rates  for  Electric  Service.  Deci.sion 
of  the  New  York  Public  Service  Commission  (ID),  Putting  in  Effect 
Rate  Reductions  Offered  by  the  Company.  April  11,  1917. 
The  Conunission  has  entered  an  order  which  jirovides  for  a  substantial 
reduction  in  the  rates  of  the  New  York  anil  Queens  Electric  Light  and 


11         Rate     Research  39 


Power  Company  to  be  made  effective  as  of  May  1,  1917,  for  electric 
service  in  all  Queens  Borough  excepting  the  Rockaways  chstrict. 
The  proceeding  was  instituted  on  motion  of  the  Commission.  The  rate 
charged  Ijy  the  Company  in  the  district  affected  was  12  cents  i^er 
kilowatt  hour,  with  a  minimum  monthly  charge  of  one  dollar.  (This 
rate  was  fixed  by  Chapter  616  of  the  Laws  of  1906). 

Soon  after  the  proceeding  was  commenced,  a  conference  was  held  between 
the  Company  and  the  Commission,  and  as  a  result  of  the  conference  the 
company  pro])osed  "a  reduction  in  its  maximum  charge  per  kilowatt 
hour  for  electric  current  from  12  cents  per  kilowatt  hour  and  a  minimum 
monthly  charge  of  one  dollar,  to  9  cents  in  addition  to  a  monthly  ser\ice 
charge  of  60  cents,  with  a  proviso  that  no  consumer's  bill  shall  be 
increased  under  the  operation  of  such  new  rate  and  that  every  consumer 
shall  enjoy  an  actual  reduction  in  the  present  rate  at  least  as  great  as 
such  consumer  would  have  enjoyed  if  the  present  maximum  rate  of 
12  cents  per  kilowatt  hour  with  one  dollar  minimum  monthly  charge 
had  been  reduced  to  11  cents  per  kilowatt  hour  with  the  same  minimum 
monthly  charge  of  one  dollar."  In  addition,  the  proposal  stipulated  that, 
provided  the  conditions  warranted,  the  rate  for  electric  current  would 
on  January  1,  1918,  be  further  reduced  from  9  cents  per  kilowatt  hoiu- 
to  8J  cents,  plus  the  same  customer's  charge  of  60  cents  per  month  per 
meter. 
Commenting  on  the  company's  offer,  the  Commission  says: 

"In  behalf  of  the  company  it  was  submitted  that  this  reduction  would 
effect  a  saving  to  consumers  of  about  $100,000,  the  saving  in  indi- 
vidvial  cases  being  between  8  and  30  per  cent  upon  present  bills,  and 
on  the  other  hand,  interested  consumers  argued  that  an  analysis 
of  the  previous  operations  indicated  that  the  saving  would  be  about 
$70,000  yearly.  However,  an  examination  of  the  bills  of  a  number 
of  objectors  to  the  proposal  discloses  that  individually  substantial 
reductions  would  be  effected,  and  collectively  the  reduction  is 
considerable.  In  fixing  reasonal)le  rates  for  a  public  utility,  the 
Commission  cannot  be  controlled  alone  by  the  saving  effected  to 
the  consumers,  but  must  take  into  consideration  the  net  reduction  in 
the  revenues  of  the  company  and  the  effect  upon  the  return  to  which 
the  company  is  entitled  upon  the  property  devoted  by  it  to  the 
public  service. 

"The  superficial  criticism  made  against  the  present  and  also  the 
proposed  rates  of  the  compan>'  is  that  they  are  greater  than  those 
which  have  been  prescribed  in  the  Borough  of  Manhattan  and  in 
the  Borough  of  Brooklyn,  as  a  result  of  proceedings  conducted  by  the 
Commission  in  which  the  Commission  required  the  companies  to 
make  reductions.  The  comparison  does  not,  however,  afford  a 
just  basis  for  determining  the  reasonableness  of  the  rates,  in  view 
of  the  dissimilarity  in  the  circvunstances  and  conditions  under  which 
the  electrical  companies  in  the  different  l)oroughs  operate.  The 
Borough  of  Queens  is  still  largely  a  rural  territory,  with  many 
portions   sparsely    settled,    unpopulated    tracts   separating   former 
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towns  and  villages,  although  due  recognition  is  given  to  the  fact  that 
it  has  a  number  of  developing  residential  and  industrial  centers. 
Although  the  territory  ser\-ed  by  the  New  York  and  Queens  Electric 
Light  and  Power  Company  has  an  area  equal  to  the  combined 
territories  of  the  Boroughs  of  Manhattan,  Brooklyn  and  The  Bronx, 
it  has  less  than  a  tenth  of  the  population  of  those  territories.  It  is 
unnecessary  to  review  in  detail  the  obvious,  that  the  ratio  of  invest- 
ment and  operating  cost  to  revenues  nuist  l3e  higher  in  the  territory 
of  the  Queens  Company  than  in  other  metropolitan  sections  thickly 
populated  in  which  facilities  are  heavily  patronized. 

411.1— Customer  Charges. 

"Upon  the  question  of  substituting  the  consumer  charge  for  the 
minimum  charge  this  Commission,  as  have  most  other  regulatory 
commissions,  recognized  the  constant  consumer  cost  which  should 
be  borne  equitably  by  all  consumers  (Moritz  v.  Ed.  El.  111.  Co.  of 
Bklyn.,  7  P.  S.  C.R.  (1st  Dist.  N.  Y.)  175, 228).  [10  Rate  Research 
227]. 

620— Factors  Aflecting  Rates. 

"In  view  of  the  unsettled  economic  conditions  arising  out  of  the  state 
of  war,  the  increases  in  cost  of  production  and  distribution  which 
have  taken  place  during  the  past  two  years  and  which  are  likely  to 
continue,  together  with  the  wider  recognition  of  labor  in  greater 
remuneration  and  improved  working  conditions  enhancing  costs  to 
the  company,  the  effect  of  a  reduction  in  the  rates  upon  the  company's 
operations  must  be  problematical.  Certainly  at  this  juncture  the 
Commission  would  not  be  justified  in  making  a  drastic  order  which 
would  disturb  the  company's  stability.  There  is  all  the  more 
reason  for  this,  as  the  character  of  the  territory  served  by  the  com- 
pany and  the  development  which  it  is  undergoing,  not  only  as  a  part 
of  tire  growth  of  the  city  but  also  as  a  result  of  the  extension  of  rapid 
transit  lines,  connecting  a  number  of  parts  of  the  Borough  of  Queens 
with  the  population  and  commercial  centers  in  other  parts  of  the  city, 
will  give  rise  to  demands  upon  the  company  for  extensions  of  facilities 
and  service  which  it  must  meet  promptly  but  which  will  not  be 
immediately  remunerative. 

"It  would  be  in  the  public  interest  directly  affecting  the  consumers 
and  also  an  economy  to  the  company  to  put  into  effect  this  sub- 
stantial reduction  in  the  cost  of  electricity  to  the  company's  con- 
sumers, prior  t:o  the  conclusion  of  a  detailed  appraisal  and  other 
statistical  examinations  which  will  be  continued  to  completion.  The 
preliminary  inquiry  and  data  of  the  Commission  indicate  that  the 
reduction  is  fair  to  the  consumers.  The  acceptance  of  the  proposal 
is  not,  however,  in  lieu  of  further  proceedings  and  conclusions  herein 
by  the  Conunission  at  such  later  time  when,  in  the  judgment  of  the 
Commission,  operations,  costs  and  revenues  are  restored  to  a  normal 
state." 
An  order  was  entered  requiring  the  company  to  put  into  effect  May  1  a 

new  schedule  of  rates  in  accordance  with  its  offer. 
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COLORADO 

200 — Public  Service  Regulation,  Law  and  Practice. 

Ratner  et  al.  v.  The  Denver  Gas  and  Electric  Company,  Complaint 
As  to  Rates  For  Gas  and  Electric  Service.  Preliminary  Decision  of  the 
Colorado  Public  Utilities  Commission,  Determining  the  Jurisdiction 
of  the  Commission.     April  3,  1917. 

The  Company  contended  that  the  Commission  was  without  jurisdiction 
to  consider  the  complaint  against  its  rates  for  gas  and  electric  service. 
The  Company  alleged  that  its  franchise  constituted  a  contract  between 
the  corporation  and  the  city  and  county  of  Den\er  fixing  the  rates 
and  that  the  Commission  has  not  the  legal  right  to  change  the  rates 
established  by  such  contract.  The  Company  also  alleged  that  the 
Commission  is  without  jurisdiction  over  the  defendant  public  utility 
for  the  reason  that  the  defendant  operates  within  the  city  and  county 
of  Denver,  a  city  and  county  governed  under  a  special  charter  as  pro- 
vided for  in  the  Constitution  of  the  State  of  Colorado,  which  grants 
to  such  a  municipality  the  right  to  control  its  local  and  municipal 
affairs. 

These  legal  questions  are  determined  prior  to  a  consideration  of  the 

complaint  in  this  case.     The  Commission  says : 

"In  the  following  cases,  viz.:  Castle  Rock  Mountam  Railway  and 
Park  v.  Denver  Tramway  Co.,  1  Colo.  P.  U.  C,  126;  P.  U.  R.  1915F, 
224  (8  Rate  Research  312);  Thormann  v.  D.  &  I.  R.  R.  Co., 
2  Colo.  P.  U.  C.  171,  P.  U.  R.  1916E,421  (9  Rate  Research  391); 
In  re  Rates  and  Rules  of  Colorado  Springs  Light,  Heat  &  Power  Co., 
2  Colo.  P.  U.  C.  23;  P.  U.  R.  1916C,  464  (8  Rate  Rese.\rch  369); 
East  Denver  Business  &  Property  Association  v.  Den\-er  Tramway 
Co.,  Case  No.  116,  decided  February  3,  1917,  the  Commission  held 
that  its  jurisdiction  extends  to  all  public  utilities  operating  within 
the  State  of  Colorado,  regardless  of  whether  the  utility  operates 
within  a  charter  city  operating  under  the  powers  and  authority  of  the 
Constitution  of  the  State  of  Colorado. 

"By  constitutional  amendment  every  city  and  town  within  the  State 
of  Colorado  having  a  population  of  2,000  inhaltitants  or  more  is 
granted  authority  to  adopt  a  charter  which  shall  be  the  organic 
law  of  the  city  or  town,  and  shall  extend  to  all  local  and  municipal 
matters;  and  the  said  constitutional  amendment  gives  to  the  city 
and  town  all  powers  necessary,  requisite  or  proper  for  the  govern- 
ment and  control  of  local  and  municipal  matters,  including  the 
power  to  legislate  upon,  provide,  conduct  and  control  the  same. 
Certain  local  or  municipal  matters  are  defined,  and  the  amendment 
then  states  that  'it  is  the  intention  of  this  Article  to  grant  and  con- 
firm to  the  people  of  all  municipalities  coming  within  its  jurisdiction 
the  full  right  of  self-government  in  both  local  and  nuinicipal  matters.' 

"The  City  and  County  of  Denver  is  popularly  known  as  a  'home  rule' 
city,  and  it  is  the  position  of  the  defendant  public;  utility  located 
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within  the  City  and  County  of  Denver,  which  city  and  county 
operates  under  a  charter  form  of  government,  that  it  is  not  subject 
to  the  jurisdiction  of  the  Public  Utihties  Conunission  of  the  State  of 
Colorado,  but  is  under  the  control  of  the  local  authorities  within  the 
City  and  County  of  Denver." 

The  Commission  quotes  from  its  former  decisions  in  point  and  concludes 
"that  the  contention  of  the  defendant  corporation  that  the  Public 
Utilities  Commission  of  the  State  of  Colorado  has  no  jurisdiction  over 
the  defendant  corporation,  or  the  power  or  authority  to  regidate  rates 
and  service  of  the  public  utility  to  the  end  that  it  shall  furnish,  provide 
and  maintain  reasonable  rates  and  charges  and  ailecjuate  service, 
should  lie  and  is  overruled." 
224.5— Rates  Fixed  by  Contract. 

"The  second  projiosition  raised  by  the  defendant  corporation  is  that 
the  Public  Utilities  Commission  of  the  State  of  Colorado  has  no 
legal  right  to  change  the  terms  of  the  franchise  contract  entered  into 
between  the  municiijality  and  the  defendant  corporation.  The 
Commission  has  ruled  on  this  question  many  times,  and  particularly 
in  the  following  cases: 

"In  re  Rules  and  Regulations  of  the  Colorado  Springs  Light,  Heat 
and  Power  Companv,  2  Colo.  P.  U.  C.  23;  P.  U.  R.  1916  C,  464 
(8  Rate  Rese.\rch  369),  Thormann  v.  D.  &  I.  R.  R.  Co.,  2  Colo. 
P.  U.  C.  171;  P.  U.  R.  1916E,  421  (9  Rate  Research  391);  Mullen 
&  Co.  v.  D.  &  R.  G.  R.  R.  Co.,  2  Colo.  P.  U.  C.  156;  P.  U.  R.  1916E, 
128,  ruhng  in  harmony  with  numerous  cases  decided  by  the  courts 
in  various  states  that  the  state  has  the  authority  to  regulate  and 
abrogate  contracts  which  purport  to  cover  rate  regulation,  on  the 
theory  that  it  cannot  be  held  as  a  matter  of  law  or  jiolicy  that  a 
franchise,  such  as  the  one  now  under  consideration,  is  a  contract 
binding  upon  the  State  of  Colorado  in  the  exercise  of  the  police  power 
of  the  state  to  make  rates;  on  the  theory  that  the  fixing  of  rates, 
which  may  be  charged  by  pul)lic  service  corporations,  of  the  character 
here  involved,  is  a  legislative  function  of  the  state." 

Other  cases  ruling  on  this  question  are  also  cited. 

UTAH 
268— Public  Service  Laws. 

Public  Utilities  Act  of  the  State  of  Utah.  Approved  ami  in 
Effect  iMarch  8,  1917. 

A  pul)lic  utilities  law  for  Utah  went  into  effect  March  8,  1917,  upon 
api)ro\al  by  the  governor.  The  law  provides  for  a  Commission  of  three 
members  with  a  term  of  office  of  six  years.  The  provision  is  made 
that  not  more  than  two  of  the  Connuissioncrs  shall  be  members  of  the 
same  political  party.  The  definition  of  "public  utility"  includes  numici- 
pal  as  well  as  jirivatc  utilities.  Protection  from  unnecessary  competition 
is  i)ro\ided  for  in  that  ])ublic  utilit>'  companies  are  reiiuired  to  secure  a 
certificate  of  convenience  and  necessity  before  beginning  operation. 
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MAINE 

221.1— Issue  of  Stocks  and  Bonds. 

RuMFORD  Falls  axd  Bethel  Street  Railway  Company,  Application 
For  Permission  to  Issue  Secm-ities.  Decision  of  the  Maine  Public 
Utilities  Commission,  Authorizing  the  Issue  of  Part  of  tlie  Securities 
December  26,  1916. 

The  petitioner  has  organized  and  secured  the  necessary  authority  for  the 
construction  of  some  thirty  miles  of  interurban  railway,  but  actual 
construction  has  not  been  undertaken.  The  Company  asks  for  authority 
to  issue  .1100,000  of  twenty-year,  5  per  cent  bonds  at" 85,  and  .150,000  of 
6  per  cent  cumulative  preferred  stock  at  par,  both  for  the  construction 
and  equipment  of  the  railway;  and  the  issue  of  $50,000  of  common 
stock  to  two  men  as  organizers  and  promoters  of  the  enterprise.  Re- 
garding the  issue  of  common  stock,  the  Commission  says: 

"The  promoters  are  not  prepared  to  finance  the  undertaking  from 
their  own  resources,  but  expect  to  he  able  to  do  so  from  the  sale  of 
securities.  Their  proposed  plan  includes  compensation  for  the 
services  of  themselves  as  set  out  in  the  language  of  the  petition. 
"They  have  rendered  services,  and  assumed  risks  of  very  real  con- 
sequence to  themselves;  and  of  real  value  to  the  enterprise  if  it  is 
consummated.  Such  services  shoidd  be  liberally  compensated. 
"We  do  not,  however,  think  that  this  ought  to  be  done  at  the  present 
stage  by  the  issue  of  stock  as  prayed  for.  It  is  payment  for  some- 
thing not  yet  of  any  established  value,  by  the  issue"  of  something  of 
no  measureable  value.  The  promoters  do  not  ask  nor  expect  -150,000 
for  their  services.  They  are  asking  to  be  given  a  chance  at  so  much 
stock  which  is  to  be  junior  to  bonds  sold  at  85  and  preferred  stock 
sold  at  par,  sufficient  to  build  and  equip  the  physical  property. 
"Mr.  Howe  (one  of  the  promoters)  expressed  it  truthfully  in  these 
words:  'Nobody  knows  what  that  common  stock  may  prove  to  be 
worth.  It  may  be  valuable,  and  it  may  not  be  worth  anything.' 
"It  is  not  the  policy  of  the  Commission  to  permit  the  issue  of  securities 
on  this  theory.  We  think  it  better  that  promotion  fees  should  be  paid 
in  terms  of  understandable  value,  rather  than  in  stock  whose  only 
legitimate  worth  in  the  near  future,  at  least,  is  in  the  fact  that  it  alone 
controls  the  voting  (jower  of  the  corporation. 

"A  .substantial  amount  of  voting  stock  should  he  sold  for  cash.  If 
such  stock,  or  the  directors  elected  by  it,  vote  that  the  promoters 
ought  to  be  paid,  after  they  have  procured  the  financing  of  the 
enterprise,  a  sum  not  exceeding  $10,000  for  such  services,  an  order 
will  be  made  authorizing  the  issue  of  stock  at  par,  or  of  bonds  at 
the  price  for  which  they  are  sold  to  the  public,  or  the  payment  of  cash 
reccnved  from  either  source  for  that  jiurpose. 

"This  will  not  prevent  the  payment  of  additional  compensation  for 
future  services  in  securing  the  construction  of  additional  mileage  of 
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said  railroad,  if  any.  But  it  is^  aw  large  a  development  overhead  on  the 
construction  now  proposed  as  could  be  allowed  for  rate-making 
purposes ;  and  that  should  be  a  controlling  factor. 

"The  corporation  is  not  yet  in  condition  to  sell  its  bonds  without 
imreasonal)le  sacrifice.  It  has  comparatively  no  tangible  property 
to  mortgage  and  no  construction  under  way.  There  is  no  assurance 
even  that  its  charter  may  not  lapse  before  construction  is  com- 
menced; although  this  is  not  to  be  expected.  We  believe  that  if 
some  reasonable  progress  is  first  made  through  the  sale  of  stock  and 
temporary  financing,  there  ultimately  will  be  a  substantial  saving 
in  fixed  charges.  This  case  differs  sharply  from  that  of  the  Eastern 
Maine  Railroad,  R.  R.  No.  135  [9  Rate  Research  237],  where  the 
total  bond  issue  authorized  was  only  enough  for  preliminary  purposes. 

"In  the  present  case,  we  think  the  promoters  could  hardly  have 
realized  that  they  were  proposing  to  sell  the  bonds  on  a  higher 
interest  basis  than  the  preferred  stock,  a  security  second  to  the  lien 
of  the  bonds. 

"The  by-laws  provide  that  the  preferred  stock  may  be  called  at  par 
and  accrued  dividends  after  five  years.  This  can  be  accomplished 
only  by  the  issue  of  other  stock  or  bonds — unless  cash  from  earnings 
is  available — so  that  this  Conunission  will  retain  sufficient  control 
over  it  to  warrant  the  inclusion  of  such  preferred  stock  in  the  relative 
amount  of  stock  to  bonds  which  will  now  be  required.  This  propor- 
tion ought  to  be  not  less  than  one  to  two." 


REFERENCES 
RATES 

411— Apportionment  of  Expenses. 

Analysis  of  Operating  Costs,  by  Arthur  Jobson.  Electrical  World. 
April  14,  1917.     p.  705.     1  page. 

A  method  of  graphical  analysis  is  presented  for  apportioning  the  total  operating 
expenses  of  an  electrical  generating  plant  between  fixed  operating  cost  and  variable 

cost. 

620— Factors  AfEecting  Rates 

Load,  Plant  and  Connected  Load  Factors,  by  Terrell  Croft. 
Electrical  Renew  and  Western  Electrician.  April  14,  1917,  p.  620. 
3  pages. 

This  is  the  last  of  a  series  of  three  articles  by  Mr.  Croft,  dealing  with  operating 
factors  of  interest  to  central  station  engineers  and  operators.  Tlie  effect  of  load 
factor  upon  rates,  the  relation  of  load  factor  to  cost  per  kilowatt-hour  generated 
and  the  relation  of  the  variovis  factors  to  the  etticieiit  operation  of  the  central 
station  arc  discussed  ami  illustrated  by  specific  examples  and  graphs.  Previous 
articles  in  which  were  discussed  "load-factor"  and  "plant  factor"  were  noted  in 
10  Rate  Hese.\rch  384  and  11  R.\te  Keseakch  13. 


11        Rate     Research  45 


MUNICIPALITIES 

830— Public  Ownership. 

The  Limitations  of  Public  Ownership,  by  Thomas  R.  Hay.  Electrical 
Review  and  Western  Electrician,  April  14,  1917,  p.  623.     2  pages. 

Public  o-miership  and  operation  of  electric  utilities  has  in  the  past  been  confined 
to  the  municipality,  and  has  not  been  carried  on  in  the  extensive  manner  generally 
practiced  by  the  up-to-date  privately  omied  and  operated  corporation.  The 
method  of  selecting  the  men  who  have  charge  of  the  municipal  utility,  the  short 
and  uncertain  tenure  of  office  of  the  officials  in  charge,  the  lack  of  incentive  to 
efficiency  and  economy,  the  duplication  of  facilities  on  an  economically  destructive 
scale — as  in  Cleveland — and  the  necessity  of  restricting  the  operations  of  a  muni- 
cipal plant  to  municipal  territory  act  to  prevent  the  most  successful  and  beneficial 
operation  of  the  municipal  utility.  The  sale  of  energy  by  the  central  station  to 
municipalities  is  a  matter  which  should  be  given  serious  consideration.  When  the 
municipality  is  unwilling  to  grant  the  central  station  a  franchise  contemplating 
the  ownershi]3,  operation  and  upkeep  of  the  feeder  and  distribution  system  within 
the  limits  of  the  borough,  the  alternative  is  for  the  central  station  to  sell  energy 
in  bulk  to  these  municipally  owned  systems,  the  municipality  to  retail  this  energy 
within  the  corporate  limits.  From  the  central  station  standpoint,  and  from  the 
point  of  view  of  revenue  and  average  rate,  this  t_vpe  of  business  is  extremely  profit- 
able, as  the  commercial  cost  in  serving  mimicipalities  is  extremely  small.  An 
entire  community  is  represented  by  one  meter,  by  one  transformer  installation  and 
by  one  accoimt.  As  a  general  rule  the  bills  arc  paid  promptly,  there  are  few 
complaints  from  the  municipality  to  the  central  station,  and  the  cost  of  holding 
the  business,  once  secured  and  properly  served,  is  practically  nothing. 

COURT  DECISION  REFERENCES 

226.2 — Extension  of  Service. 

St.\te  ex  rel.  United  Railways  Company  of  St.  Louis  v.  Public 
Service  Commission.  Decision  of  the  Supreme  Court  of  Missouri. 
February  26,  1917.     192  Southwestern  958. 

An  order  of  the  Missouri  Public  Service  Commission  was  reviewed  by  the  Court> 
which  order  recjuired  the  United  Railways  Company  "to  make  application  .  .  . 
to  the  proper  municipal  .authorities  of  the  City  of  St.  Louis,  Missouri,  for  the 
necessary  franchises,  permits  and  authority,  and  to  the  property  owners  for  the 
necessary  consents,  authorizing  said  defendant  company  to  construct  all  of  the 
following  sections  of  tracks  .  .  .  ."  The  authority  of  the  Commission 
to  order  the  company  to  obtain  a  franchise  for  an  extension  of  its  tracks,  which 
is  indirectly  an  order  to  require  the  company  to  extend  its  tracks  beyond  its 
present  franchise  obligations,  was  questioned;  and  the  Court  finds  that  the  order 
of  the  Commission  cannot  be  sustained.     The  Court  says: 

200 — General  Powers  of  Commissions. 

"Acts  creating  public  service  commissions  and  defining  their  powers  are  com- 
paratively new  ventures  in  legislation.  Their  newness,  coupled  with  their 
comprehensive  character,  usually  coextensive  with  the  state,  has,  as  is  usual 
with  new  laws,  caused  frequent  applications  to  be  made  to  the  courts  to  secure 
their  construction.  This  has  been  especially  true  in  regard  to  the  Missouri 
law,  although  it  was  but  recently  enacted.  Despite  this  fact,  the  vexed  ques- 
tions here  have  not  received  judicial  interpretation  and,  except  by  analogy, 
little  aid  is  to  be  derived  from  the  construction  given  to  statutes  of  this  char- 
acter by  courts  of  last  resort  in  other  jurisdictions.  The  statutes  may  be,  and 
often  are,  similar  to,  if  not  identical  with,  our  own.  But  the  organic  laws  of 
these  states  are  different  from  ours.  In  construing  our  own  statute,  therefore, 
the  plain  limitation.s  of  our  Constitution  must,  in  conformity  with  one  of  the 
elementary  rules  of  construction,  always  be  kept  in  mind. 
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112 — Franchises. 

"It  is  appropriate  in  this  connection  that  the  provision  of  our  Constitution 
applicable  in  the  construction  of  the  statute  here  under  review  should  be 
quoted.     It  is  as  follows: 

"  'No  law  shall  be  passed  by  the  General  Assembly  granting  the  right  to  con- 
struct and  operate  a  street  railroad  within  any  city,  town,  village,  or  on  any 
public  highway  without  first  acciuiring  the  consent  of  the  local  authorities 
having  control  of  the  street  or  highway  proposed  to  be  occupied  liy  said  street 
railroad  and  the  franchises  so  granted  shall  not  be  transferred  without  similar 
assent  first  obtained.'     Section  20,  art.  12,  Con.  Mo. 

810 — Municipal  or  Local  Regulation  of  Utilities. 

"The  'ciinstitutional  provision  ((Udted  is  definite  in  its  terms;  discussion  as  to 
its  purpose  would  therefore  seem  superfluous.  Under  ordinary  circumstances 
little  or  no  question  can  arise  as  to  the  uses  and  purposes  of  streets  and  public 
highways;  and  the  wisdom  in  confiding  their  supervision  and  control  to  local 
authorities,  being  evident,  need  not  l)e  commented  upon.  The  Constitution 
but  gives  affirmative  recognition  to  the.se  facts.  However,  the  enactment  of 
the  statute  creating  the  Public  Service  Commission  to  effectuate  its  purpose 
in  the  supervision  of  public  utilities,  among  others  street  railways,  has,  under, 
section  49,  (Public  Service  Commission  Act,  p.  588,  Laws  1913)  given,  or  at- 
tempted to  give,  certain  powers  to  the  Commission  over  streets  and  highways. 
The  extent  of  this  power  under  the  Constitution  is  the  matter  here  to  be  de- 
termined. 

"While  recognizing  the  rule  that  constitutional  limitations  upon  legislative 
action  must  be  construed  in  favor  of  the  power  of  the  Legislature  and  be  either 
expressly  declared  or  clearly  implied  (State  v.  Wilson,  265  Mo.  1,  175  S.  W. 
60.3),  it  must  also  bo  borne  in  mind  that,  when  so  expressed  or  implied,  they 
are  to  be  construed  as  mandatory,  rather  than  directory  (State  ex  rel.  v. 
Hitchcock,  241  Mo.  4.33,  146  S.  W.  40),  and  consequently  exclusive  in  their 
terms.     ... 

"The  constitutional  provision  plainly  requires  as  a  prerequisite  to  the  enact- 
ment of  a  valid  statute  for  the  construction  and  operation  of  street  railroads 
that  the  consent  of  the  local  authorities  therefor  be  first  acquired.  While 
the  language  employed  in  the  Constitution,  if  literally  construed,  may  be  held 
to  be  directed  only  to  corporations  seeking  the  privilege  to  construct  and 
operate  such  public  utilities,  a  reasonable  construction  of  the  provision  will 
not  justify  this  limitation  upon  its  meaning;  its  purpose  is  not  so  much  to  limit 
the  power  and  define  the  course  to  be  pursued  in  securing  the  right  to  construct 
and  operate  as  it  is  to  declare  where  the  power  rests,  which  is  necessary  to  be 
invoked  before  the  rights  sought  arc  granted. 

"The  source  of  this  power,  viz.,  the  local  authorities,  having  been  defined, 
the  terms  under  which  it  is  granted  authorize  the  conclusion  that  it  is  absolute. 
It  is  a  general  rule,  applicable  here  as  elsewhere,  that  constitutional  provisions 
are  mandatorv;  their  prohibitions  and  injunctions  must  therefore  be  obeyed. 
State  ex  rel.  v.  Hitchcock,  241  Mo.  4;^3,  146  S.  W.  40;  8  Cyc.  762.  and  cases. 
This  being  true,  it  is  immaterial,  so  far  as  the  .application  and  extent  of  the 
power  is  concerned,  whether  the  statute  enacted  in  relation  thereto  be  simply 
permissive,  as  is  usually  the  case,  or  mandatory,  as  in  the  instant  case;  a  con- 
dition i)reeedent  to  the  validity  of  the  statute  in  any  case  is  that  the  consent 
of  the  local  authorities  be  first  obtained.  To  obviate  the  application  of  the 
Constitution  to  the  statute  and  as  a  consequence  render  the  order  of  the  Com- 
mission effective,  it  is  contended  by  respondents  that  the  statute  is  either 
not  within  or  is  accepted  out  of  the  limitation  of  tlie  Constitution,  The  words 
employed  in  the  Constitution  are  general,  an<l  include  within  their  terms  any 
law  enacted  by  the  General  .\s.seml)ly  in  regard  to  the  construction  and  opera- 
tion of  street  railroads.  The  only  limitations  are  in  the  designation  of  the 
particular  class  of  utilities  referred  to,  and  the  places  where  they  may  lie  con- 
structed and  ojierated.  Modifications  in  the  application  of  the  constitutional 
pnjvision  are  permissible  only  in   the  ])resence  of  clearly   defined  exceptions. 
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We  find  these  neither  expressed  nor  implied,  and  we  are  consequently  not 
authorized  to  make  them.  Subsequent  legislation  cannot  modify  the  Con- 
stitution. It  is  elementary  that  in  a  conflict  between  the  Constitution  and  a 
statute  the  latter  must  yield.  State  ex  rel.  v.  Wabash  Ry.  Co.,  251  Mo.  134, 
158  S.  W.  26;  State  ex  rel.  v.  C.  B.  &  Q.  Ry.  Co.,  251  Mo.  146,  158  S.  W.  29. 

226.2— Extension  of  Service. 

'"The  creation,  therefore,  of  the  Pulilic  Service  Commission  since  the  adoption 
of  the  Constitution  and  the  clothing  of  it  with  comprehensive  and  plenary 
power  in  the  regulation  and  control  of  all  public  utilities  will  in  no  wise  modify 
the  course  defined  by  the  Constitution  as  necessary  to  be  observed  in  the 
establishment  or  extension  of  street  railroads. 

"The  purpose  of  the  order  here  sought  to  be  enforced  is  to  require  the  appellant 
to  extend  its  road;  that  this  is  sought  to  be  accomplished  by  indirection  is 
not  material;  the  resultant  effect  is  the  same.  The  order,  while  not  directly 
requiring  the  appellant  to  make  the  extension,  does  require  it  to  procure  the 
consent  of  the  proper  authorities  that  (using  the  language  of  the  order)  'The 
construction  of  all  of  said  tracks  which  may  be  so  authorized  shall  be  made 
within  the  time  herein  specified.'  The  purpose  of  the  order  is  therefore  evi- 
dent, although  it  is  mandatory  more  by  inference  than  express  declaration. 
However  this  may  be,  the  very  words  of  the  order  carry  with  them  a  conces- 
sion that  consent  is  a  prereciuisite  to  its  enforcement.  "  Consent  such  as  the 
law  recognizes  cannot  be  the  subject  of  compulsion;  its  existence  depends  upon 
the  exercise  of  the  voluntary  will  of  those  from  whom  it  is  obtained.  It  is  well 
said  in  a  South  Carolina  case  (Gray  v.  Walker,  16  S.  C.  143)  that  consent 
'implies  an  agreement  to  that  which,  but  for  the  consent,  could  not  exist,  and 
which  the  party  consenting  has  the  right  to  forbid'.  It  is  even  more  graphically 
stated  in  a  Kansas  case  (Locke  v.  Redmond,  6  Kan.  App.  76,  49  Pac.  670), 
where  it  is  said  that  consent  'supposes  physical  power  to  act,  a  moral  power 
of  acting,  and  a  serious,  determined,  and  free  use  of  these  powers.'  The  order, 
therefore,  no  matter  how  mandatory  may  be  its  terms,  is  self-limiting.  If, 
as  a  prerequisite  to  its  enforcement,  the  appellant  be  required,  as  he  is,  to 
secure  the  consent  thereto  of  the  local  authorities,  and  after  reasonable  effort 
fails,  the  order  becomes  inoperative  and  loses  whatever  characteristics  it 
may  have  had,  on  its  face,  as  a  mandate,  because  it  is  incapable  of  enforce- 
ment without  the  precedent  procurement  of  the  nece.ssary  consent.  A  per- 
missive order,  such  as  here  seeks  judicial  sanction  is  a  contradiction  in  terms 
and  is  unknown  to  the  law.  A  mandatory  order  is  burdened  with  no  modifi- 
cations, and  emanates  from  a  source  having  power  to  enforce  it.  Lacking 
these  essentials,  it  is  a  mere  nullity." 

The  court  holds  the  order  of  the  Commission  here  under  review  to  be  inoperative. 
The  court  points  out  that  in  the  above  discussion  it  has  assunred  that  the  section 
of  the  Public  Service  Act  relative  to  extensions  of  public  utilities  is  sufficiently 
comprehensive  to  authorize  the  Commission's  order  provided  same  had  not  been 
obnoxious  to  the  constitution.     The  Court  says: 

"A  more  reasonable  construction  is  that  while  said  section  is  very  broad  .and 
contemplates  the  exercise  of  many  powers  in  regard  to  the  control  of  public 
utilities  not  heretofore  granted,  the  exercise  of  these  powers  was  intended  to 
be  limited  to  directing  that  to  be  done  by  the  public  utility  which  it  is  author- 
ized to  do  under  its  charter,  and  not  that  it  be  compelled," as  a  prerequisite  to 
a  compliance  with  the  order,  to  procure  from  the  state  other  rights  than  those 
already  granted.     Towers  v.  U.  Rys.  &  Elec.  Co.,  126  Md.  478,  95  Atl.  170.  .  .  . 

"Furthermore,  the  Public  Service  Commission,  being  a  creature  of  the  statute, 
can  only  exercise  such  powers  as  are  expressly  conferred  on  it;  and  the  statute 
conferring  such  po\vers,  to  authorize  action  thereunder,  shoiild  clearly  define 
their  limits.  Nothing  should  be  left  to  inference  or  seek  refiige  in  implication 
or  the  exercise  of  a  discretion.  The  language  of  the  New  York  Court  of  .\p- 
peals  in  People  ex  rel.  v.  Willcox,  200  N.  Y.  432,  94  N.  E.  loc.  cit.  215,  is  apposite 
in  this  connection:  That  wliile  Public  Service  Conunissions  'were  given 
extensive    powers,     *     *     *     they   should    not    be    extended    by    implication 
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beyond  what  may  be  necessary  for  their  just  and  reasonable  execution.  They 
are  not  without  limits,  w'hen  directed  against  the  management  or  the  opera- 
tions of  railroads,  and  they  cannot  enforce  a  provision  *  *  *  unless  the 
authority'  so  to  do  can  be  found  in  the  statute.  *  *  *  Nor  should  they  reach 
out  for  dominion  over  matters  not  clearly  within  the  statute.'  Under  this 
rule  we  hold,  in  addition  to  the  other  reasons  urged  against  the  operative  force 
of  that  part  of  the  order  under  consideration,  that  the  terms  of  section  49  are 
not  sufficiently  definite  and  explicit  to  empower  respondents  to  order  the 
appellant  to  take  the  initiative  in  procuring  the  required  consent  to  authorize 
the  extension  of  its  road,   and  that  it  was  not  so  intended  by  the  Legislature." 

810 — Municipal  or  Local  Regulation  of  Utilities. 

While  the  case  under  review  was  pending  before  the  Commission,  the  city  of  St. 
Louis  adopted  a  new  charter,  which  provided  that  the  city  shall  have  power  to 
regulate  rates,  quality  of  service,  and  products  and  methods  of  conduct  and  opera- 
tion of  public  utilities;  and  to  compel  from  time  to  time  reasonable  extension  of 
facilities  for  such  service.  The  constitutionality  of  such  charter  provisions  was 
brought  in  cjuestion  before  the  Court  in  this  same  proceeding.     The  Court  says: 

"While  not  material  to  the  validity  of  these  sections,  it  is  a  matter  of  historical 
interest  that  they  were  adopted  as  a  part  of  the  new  charter  of  the  city  of  St. 
Louis  which  became  operative  about  two  years  after  the  enactment  of  the 
Public  Service  Act.  The  purpose  of  the  latter  was  to  provide  a  uniform  system 
throughout  the  state  for  the  regulation  and  control  of  public  utilities,  and  to 
create  and  establish  a  board  clothed  with  ample  administrative  powers  to 
investigate,  hear,  and  determine  all  matters  concerning  the  conduct  and  man- 
agement of  such  utilities,  whether  complaints  in  regard  thereto  were  submitted 
by  the  representatives  of  the  latter  or  their  patrons.  In  thus  providing  by  a 
state  law  a  means  whereby  all  questions  of  the  character  referred  to  might  be 
heard  and  determined,  it  was  evidently  contemplated  by  the  Legislature  that 
local  regulations,  such  as  municipal  charters  and  ordinances  adopted  for  a 
like  purpose  as  the  state  law,  should,  upon  the  enactment  of  the  latter,  become 
thereby  superseded  or  abrogated,  or,  if  adopted  later  than  the  state  law,  that 
they  should  be  inoperative  and  void,  otherwise  confusion  and  the  consequent 
defeat  of  the  purpose  of  the  statutes  would  result  from  conflicts  of  authority 
which  would  inevitably  arise.  While  the  freeholders  in  certain  municipali- 
ties, for  example  the  city  of  St.  Louis,  may,  under  the  express  authority  of 
the  Constitution  (section  16,  art.  9),  frame  and  adopt  a  charter  for  their  gov- 
ernment, they  do  not  thereby  acquire  the  right  to  assume  all  powers  the  state 
may  exercise  within  its  limits,  but  only  those  incident  to  it  as  a  municipality 
or  which  concern  matters  of  purely  local  govenmient.  Judge  Dillon  [Munic. 
Corp,  (oth  Ed.)  Section  63],  in  discussing  the  rule  as  above  announced,  says 
in  effect: 

"  'While  a  city  may  frame  a  charter  for  its  government  as  a  city,  including  all 
that  is  necessary  to  its  conduct  and  management  as  a  municipality,  it  does 
not  thereby  incorporate  into  its  government  all  the  power  the  state  has  for 
the  protection  of  the  rights  and  the  regulation  of  the  duties  of  the  inhabitants 
of  such  eitj'  as  between  themselves.'     . 

"The  pow-er  of  the  freeholders  of  the  city  of  St.  Louis  in  framing  and  adopting 
the  present  charter  must  be  held,  when  properly  exercised,  to  have  been  limited 
as  in  the  rule  stated.  The  control  and  management  of  public  utilities  had 
then  been  provided  for  by  the  Public  Service  Act;  and  such  control  was  not  a 
matter  of  purely  local  or  municipal  concern,  but  one  subject  to  the  state  legis- 
lative will.  The  pow<u-  having  been  thus  classified  and  defined,  the  attempt 
of  the  framer.s  of  the  charter  to  also  provide  for  such  control  constituted  an 
unwarranted  invasion  of  a  province  clearly  within  the  jiurview  of  the  state. 
In  so  far,  therefore,  as  clause  13  of  section  1  of  article  1  and  section  2  of  article 
19  of  the  present  charter  of  the  city  of  St.  Louis  attempt  to  provide  for  the 
regulation  of  public  utilities  for  the  management  and  control  of  which  express 
|)rovision  has  been  made  in  the  Public  Service  .\ct,  such  clause  and  sections 
of  said  charter  are  declared  to  be  inoperative  and  of  no  effect." 
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RATES 

CLEVELAND,  OHIO 


612.2 — Large  Power. 

The  Cleveland  Electric  Illuminating  Company,  Cleveland,  Ohio 
(Pop.  560,663),  Revision  of  Rates  for  High  Tension  Alternating 
Current  Service  to  Electric  Railway.     Effective  March  15,  1917. 

The  Cleveland  Electric  Illuminating  Company  has  added  a  clause  to 
its  rates  for  electric  railway  service  which  provides  for  an  adjustment 
of  charges  between  the  company  and  the  railway  based  on  fluctuations 
in  the  price  of  coal.     The  clause  reads  as  follows : 

"If,  after  November,  1917,  the  'average  price'  of  coal  per  ton,  during  any 
'two-year  period,'  shall  be  found  to  exceed  Two  Dollars  and  Twenty-five 
Cents,  the  Railway  shall  ]iay  to  the  Company,  upon  bill  rendered,  and  in 
addition  to  all  other  payments,  a  number  of  dollars  ascertained  by  dividing  by 
one  thousand  the  number  of  kilowatt-hours  drawn  and  used  by  the  Railway 
during  such  'two-year  period,'  and  by  multiplying  the  quotient  thus  obtained 
by  the  difference  between  such  'average  price'  of  coal  and  Two  Dollars  and 
Twenty-five  Cents.  If,  after  November,  1917,  such  'average  price'  of  coal 
per  ton,  during  any  'two-year  period,'  shall  be  fomid  to  be  less  than  One  Dollar 
and  Seventy-five  Cents,  then  the  Company  shall  pay  to  the  railway,  upon  bill 
rendered,  a  niimber  of  dollars  ascertained  by  dividing  by  one  thousand  the 
number  of  kilowatt-hours  drawn  and  used  by  the  railway  during  such  'two- 
year  period,'  and  by  multiplying  the  quotient  thus  obtained  by  the  difference 
between  such  'average  price'  of  coal  and  One  Dollar  and  Seventy-five  Cents. 

"The  term  'two-year  period'  shall  mean  the  period  of  twenty-four  consecutive 
calendar  months,  commencing  with  the  month  of  November,  1917,  and  each 
successive   period   of   twenty-four   consecutive   calendar   months   thereafter. 

"The  term  'average  price'  of  coal  shall  mean  the  actual  average  price  paid 
by  the  ("ompany  for  coal  delivered  to  it  during  any  such  two-year  i)erio<l, 
f.  o.  b.  cars  at  its  generating  stations,  plus  ten  per  cent  of  such  actual  average 

Editorul  Note. — AH  indented  matter  is  direct  quotation. 
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price;  but  in  no  instance  shall  the  amount  added  to  such  actual  average  price 
exceed  twenty  cents  per  ton.  The  term  'coal'  shall  mean  any  average  coal 
having  a  heating  value  approximately  ecjuivalent  to  coal  from  mines  in  Ohio, 
Pennsylvania  and  West  Virginia,  such  as  the  average  coal  used  by  the  ('ompany 
during  tlie  two  years  preceding  October  1,  lOlfi." 

Tlic  schedule  for  elect rie  railway  iservice  is  as  follows: 

PRIMARY  WHOLESALE  POWER. 

Available  for  electric  railways  lequiruig  more  than  5UU  kilowatts,  10,500  to  11,500 
volts. 

Rate. 

Demand  Charge. 

$1,475  per  kilowatt  for  the  first  500  kilowatts. 
SI. 45  per  kilowatt  for  the  next  500  kilowatts. 
SI. (HI    piT  kilowatt  for  all  excess,  plus  an 

Energy  Charge  of 

0.95  cent  per  kilowatt-hour  for  the  first  50,000  kilowatt-hours  i)er  month. 
0.90  cent  per  kilowatt-hour  for  the  next  50,000  kilowatt-hours  per  month. 
0.45  cent  per  kilowatt-hour  for  the  next  400,000  kilowatt-hours  per  month. 
0.40  cent  per  kilowatt-hour  for  the  next  1,800,000  kilowatt-hours  per  month. 
0.38  cent  per  kilowatt-hour  for  all  excess. 

Determination  of  Demand. 

The  demand  will  be  determined  monthly,  by  selecting  one  integral  hour  from 
each  of  three  successive  days,  (he  combined  output  being  the  maximum  so 
obtainable.  The  average  of  the  three  shall  be  the  kilowatt  demand  for  the 
month,  but  demand  shall  not  be  less  than  that  guaranteed. 

Prompt  Payment  Discount. 

None. 

Minimum  Charge. 

Till'  dcniaiid  charge,  minimum,  $737.50  per  month. 

Term  of  Contract. 

One  year. 

The  aniendinent  to  these  rates  provides  that  when  the  agp;regato 
demand  made  by  the  railway  equals  or  exceeds  20,000  kilowatts,  the 
consumption  up  to  500,000  kilowatt-hoiu's  shall  l)e  hilled  at  the  above 
energy  rates  for  such  consiunption,  and  all  excess  over  500,000  kilowatt- 
hours  shall  be  billed  at  .285  cent  jter  kilowatt-hour. 


UTICA,  NEW  YORK 

720    Rate  Schedules. 

Utica  Gas  and  Electric  Company,  Utica,  New  York  (Pop.    74,419), 
Increase  in  Rates  for  Power.     Effective  May  2,  1917. 

The  rtica  fJas  and  Electric  Company  has  increased  its  rates  for  General 
Power  and  for  lliiih  Load  Factor  Power.     The  scheilule  pie\iously  in 
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effect  for  General  Power  provided  a  block  rate  of  6.5  cents  per  kilowatt- 
hour  for  the  first  50  kilowatt-hours,  scaled  down  to  1.15  cents  per 
kilowatt-hour  for  excess  over  200,000  kilowatt-hours,  with  a  provision 
that  no  bill  be  under  1.2  cent  per  kilowatt-hour.  The  schedule  for 
High  Load  Factor  Power  pro\-ided  a  straight  line  meter  rate  of  1.2 
cent  per  kilowatt-hour.     The  new  rates  for  power  are  as  follows: 

GKNERAL  POWER. 

Available  for  general  power  service;  also  includes  incidental  lighting  where 
customer  guarantees  $250.00  monthly. 

Rate. 

7.5  cents  per  kilowatt-hour  for  the  first  50  kilowatt-liours  consumed  per  month. 
(j.5  cents  per  kilowatt-hour  for  the  next  50  kilowatt-hoiu-s  consumed  per  montli. 
5.5  cents  per  kilowatt-hour  for  the  next  50  kilowatt-hoiu-s  consumed  per  month. 
4.5  cents  per  kilowatt-hour  for  the  next  150  kilowatt-hours  consumed  per  month. 
.3.5  cents  per  kilowatt-hour  for  the  next  400  kilowatt-hours  consumed  per  month. 
3.0  cents  per  kilowatt-hour  for  the  next  800  kilowatt-hours  consumed  per  month. 

2.5  cents  per  kilowatt-hour  for  the  next  1,500  kilowatt-hours  consumed  per 
month. 

2.0  cents  per  kilowatt-hour  for  the  next  3,000  kilowatt-hours  consumed  per 
month. 

1.6  cent   per    kilowatt-hour  for  the  next  94,000  kilowatt-hours  consumed  per 
month. 

1.5  cent  per  kilowatt-hour  for  the  next  100,000  kilowatt-hours    consumed  per 

month. 
1.45  cent  per  kilowatt-hour  for  all  excess  use. 
Xo  bill  under  1.5  cent  per  kilowatt-hour,  net. 

Prompt  Payment  Discount. 

Xiinc. 

Minimum  Charge. 

$1.00  per  month  per  horse  power  connected. 

Lamp  Service. 

Xiinc. 

Term  of  Contract. 

One  year. 

HIGH  LOAD  FACTOR  POWER. 

Availal)l(>  for  power  and  incidental  lighliug,  connected  load  to  be  100  kilowatts 
or  more.     Load  fai-toi-  must  ecjual  or  exceed  70  per  cent. 

Rate. 

1.5  cents  per  kilowatt-hour. 

Determination  of  Demand. 

( 'nnnccliNl  Inad  (11-  drniand  indicateil  monthly. 

Prompt  Payment  Discount. 

None. 

Minimum  Charge. 

SI. 00  per  moiuli  per  kilowatt  of  demand. 
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Lamp  Service. 

Xuiio. 

Term  of  Contract. 

Five  years,  and  thereafter  until  caneelled  by  thirty  days'  notiee. 

COMMISSION  DECISIONS 

NEW  YORK 

225.1— Filing  of  Schedules. 

Tentative  Order  of  the  New  York  Public  Service  Commission  (ID), 
Pertamiiig  to  the  Construction  and  FiUng  of  Schedules  of  Rates  and 
Forms  of  Contracts  of  Electrical  Corporations. 

After  holding  a  hearing  on  the  order  pertaining  to  the  filing  of  the 
schedules  of  electric  companies  which  was  issued  March  7,  1917  (noted 
in  11  Rate  Research  5),  the  Commission  decided  to  abrogate  that 
order  and  to  change  to  the  loose  leaf  form  of  schedule.  Accordingly 
the  Commission  has  issued  a  tentative  order  which  has  been  submitted 
to  the  companies  for  suggestions  and  criticism.  This  order  practically 
follows  the  form  recommended  by  the  Rate  Research  Committee  and 
brings  in  Ime  this  Commission,  which  was  the  only  Commission  which 
had  not  allowed  the  loose  leaf  form. 

The  most  interesting  jiart  of  the  order  abolishes  the  use'ess  form  of 
numbering  schedules  which  was  adopted  in  the  first  instance  by  the 
Interstate  Commerce  Commission  and  has  been  largely  followed  by 
state  commissions.  The  original  method  of  numbering  schedules  filed 
with  the  Interstate  Commerce  Commission,  in  which  the  designation, 

I.  C.  C.  No.  was  used,  was  admittedly  an  error,  as  thousands  of 

the  companies  use  the  same  number  and  no  distinguishing  mark  is 
given  the  schedules  of  the  different  com])anies.  It  is  interesting  to 
note  that  the  First  District  Commission  is  wilhng  to  break  a  precedent, 
if  it  is  a  bad  one.  The  Commission's  oriler  provides  that  schedules 
shall  be  designated  by  the  abbreviated  name  of  the  company.  For 
example,  N.  Y.  Ed.  Co.  No.  1.  This  method  provides  a  positive 
identification  mark  for  each  schedule  filed. 

ILLINOIS 

712— Publicity  of  Schedules. 

Publishing  Notice  of  Application  to  Change  Rates.  Conference 
Ruling  of  the  Illinois  Public  Utilities  Commission.  January  29, 
1917. 

The   Illinois  Connnission   has   issued   the   following   conference   ruling 
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applicable  to  all  public  utilities,  except  railways,  requiring  the  publi- 
cation of  notice  of  application  for  increase  in  rates. 

"Whenever  public  utilities,  except  steam  and  interurban  railways, 
shall  file  with  the  State  Public  Utilities  Commission  of  Illinois,  any 
schedule,  rate,  rule,  or  regulation,  which  would  result  in  an  increase 
in  any  rate  or  charge,  such  public  utility  shall  immediately  following 
the  filing  of  such  schedule,  rate,  rule  or  regulation,  cause  to  be  pub- 
lished in  not  less  than  three  inches  of  space  once  each  week  for  two 
successive  weeks,  in  some  secular  newspaper  (that  has  been  regu- 
larly published  for  at  least  six  months  prior  to  the  first  publication 
of  such  notice)  published  in,  or  of  general  circulation  in,  any  city, 
town  or  community  affected  by  the  proposed  change,  the  following 
notice;  provided  that  when  cities  of  more  than  ten  thousand  popula- 
tion are  affected,  such  notice  shall  be  published  as  above  specified, 
in  not  less  than  two  such  newspapers  ur  such  cities; 

"To  Patrons  of  (Name  of  Company)  the  (Name  of  Company)  hereby 
gives  notice  to  the  public  that  it  has  filed  with  the  State  Public 
Utilities  Commission  of  Illinois  schedules  which  will  change  the  rates 

for  (Kind  of  Service)  in  (Name  of  Town),  County  of 

and  that  the  said  change  of  rates  involves  an  increase  in  (State 
classification,  rate,  rule  or  provision).  All  parties  interested  in 
this  proceeding  may  obtain  uiformation  as  to  time  and  place  of 
hearing  upon  this  matter,  by  addressmg  the  Secretary  of  the  State 
Public  Utilities  Commission  at  Springfield,  Illinois. 


(Signed) . . 
By. 


(Official  Title). 

"No  hearing  shall  be  had  upon  any  schedule  involving  a  change  in 
any  rate  which  would  residt  in  an  increase  in  any  rate  or  charge  until 
proof  of  publication  of  the  notice  of  the  filing  of  said  schedule  herein 
provided  for  shall  have  been  made  to  this  Commission." 


NEW  YORK 

132 — Protection  from  Competition. 

Colliers  Light,  Heat  and  Power  Company  v.  Oneonta  Light  and 
Power  Company,  Alleging  Unlawful  Operation  of  the  Latter  Company. 
Decision  of  the  New  York  Public  Service  Commission  (2  D),  Order- 
ing the  Eospondent  Company  to  Discontinue  Operation  in  Certain 
Territory.     February  15,  1917. 

The  Colliers  Light,  Heat  and  Power  Company,  a  company  furnishing 
electric  service  in  the  town  of  Oneonta  under  a  franchise  from  such 
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town,  Entered  a  coiiiijlaint  allesing  that  the  Oneonta  Light  and  Power 
Company  w-as  furnishing  an  unauthorized  conipetiti\fe  service  in  a 
certain  portion  of  the  town.  The  respondent's  distribution  lines  are 
built  on  private  rights  of  way,  and  the  re-ipondent  alleges  that  the 
town  or  the  Commission  are  without  authority  to  interfere  with  such 
operation.     The  Commission  says: 

"Therefore,  the  question  which  is  sciuarely  at  issue  in  this  case  is 
whether  or  not  an  electrical  corporation  can  begin  construction  of 
a  plant  and  undertake  to  sell  and  distrilnite  electricity  in  a  munici- 
paUty  in  which  it  has  no  franchise  provided  it  dee?  not  place  its 
poles  and  wires  upon,  along,  or  across  the  public  highways  of  the 
municipality,  notwithstanding  another  electrical  corporation  has 
obtained  a  franchise  to  carry  on  business  in  the  mvmicipality  and 
permission  to  exercise  that  franchise  has  been  given  by  the  Public 
Service  Commission. 

"Counsel  for  the  Oneonta  Company  strongly  urges  that  no  apprqval 
of  the  Commission  is  required  to  the  extensions  of  electric  lines 
whether  on  public  or  private  property.  We  do  not  concur  in  this 
view.  'There  can  be  no  question  but  what  such  extensions  require 
the  ajiproval  of  the  Commission  when  they  are  to  be  made  in  another 
municipality  where  the  corporation  has  no  franchise  to  carry  on 
its  business,  or  where,  having  a  franchise,  it  has  never  exercised 
the  same  prior  to  the  enactment  of  the  Pulilic  Service  Commissions 
Law,  or  since  that  time  with  the  consent  and  approval  of  the  Com- 
mission. If  that  were  not  so,  then  the  ver\'  inu-pose  of  the  law 
would  be  defeated.  One  of  the.  things  which  it  was  intended  to 
prevent  was  the  imhecessary 'duplication  of  property  by  public 
service  corporations  in  just  such  cases  as  the  present  one,  which  in 
"the  end  usually  entails  additional  burdens  upon  the  public.  It  w-as  • 
also  intended  to  prevent  ruinous  competition  between  public  service 
corporations,  and  to  protect  the  existing  corporation  in  the  territory 
in  which  it  was  lawfully  operating  against  the  invasion  of  a  com- 
petitor so  long  as  it  gave  and  continued  to  give  reasonably  good 
service  to  the  public.  (Matter  of  Citizens  Electric  Service  Co.  of 
Bath,  1  P.  S.  C.  2nd  D.  Rep.  336)    .    .    . 

"It  is  admitted  by  the  Oneonta  Light  and  Power  Company  that  it 
is  selling  and  disti'ibuting  electricity  in  the  town  of  Oneonta,  but 
its  defense  is  that  its  poles  and  wires  and  the  business  in  the  town 
is  not  carried  on,  upon,  along,  under,  or  acro.ss  the  public  highways. 
Some  of  its  poles  and  wires  are  on  streets  which  have  been  laid  out 
in  a  real  estate  development  connecting  with  Chestnut  street,  a 
public  highway  in  the  town  of  Oneonta.  None  of  the  streets  which 
have  b(M>n  laid  out  by  the  real  estate  company  have  been  dedicated 
to  the  |)ublic,  therefore,  they  are  not  public  streets  in  which  the 
municipal  authorities  would  "have  the  right  to  grant  a  fraiichi.se  to 
erect  poles  and  wires  against  the  wish  of  the  owner  of  the  fee  of  the 
street.  In  our  oijinion,  this  is  not  a  good  defense.  While  it  may 
not  be  necessary  for  the  Oneonta  Company  to  obt  liii  any  right  or 
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permission  from  the  mimicii)al  authorities  to  carry  on  business  in 
the  town,  yet  under  the  provisions  of  the  statute  it  must  procure 
'  'the  permission  and  approval  of  this  Commission  before  it  can  con- 
struct an  electric  plant  in  the  town.  It  is  admitteil  that  this  has 
not  lieen  done,  and  therefore  the  Oneonta  Light  and  Power  Company 
is  violating  the  provisions  of  Section  68  of  the  Public  Service  Com- 
missions Law  in  maintaining  and  operating  its  poles  and  wires  upon 
the  private  property  in  the  town  of  Oneonta  for  the  purpose  of  selling 
and  distributing  electricity  therein  for  lighting,  heating  and  power 
purposes.     The  Company  should  cease  such  operation  forthwith. 

"This  is  not  the  first  time  that  this  question  has  been  up  for  discus- 
sion, and  there  are  already  decisions  of  the  courts  in  this  State 
which  give  full  authority  for  our  determination  in  this  case.  (See 
People  exrel.  New  York  Edison  Co.  v.  Wilcox,  207  N.  Y.  86)." 

The  Commission  also  calls  attention  to  the  fact  that  the  Oneonta 
Company  had  made  certain  agreements  with  the  Ceperly-Morgan  Real 
Estate  Company  covering  the  matter  of  the  erection  of  its  tlistribution 
lines  on  property  of  the  real  estate  company.     The  Commission  says: 

"In  our  opinion  the  Oneonta  Company,  in  carrying  out  the  provisions 
of  these  agreements,  is  discriminatuig  against  its  other  customers 
•  in  the  city  of  Oneonta,  and  has  also  assumed  other  obligations 
which  we  believe  are  tieyond  its  power.  Li  any  event,  it  ought  to 
cease  forthwith  carrying  on  business  under  the  terms  of  this  arrange- 
ment, and  this  will  of  course  be  done  in  view  of  the  order  of  the  Com- 
mission which  will  lie  made  in  this  case.  If  we  had  determined 
that  it  could  continue  doing  Inisiness  in  the  town  of  Oneonta  as  at 
present,  we  should  still  feel  it  incumbent  upon  us  to  require  the 
Oneonta  Company  to  termmate  the  present  agreement  with  the 
Ceperly-Morgan  Company  so  far  as  it  relates  to  private  lighting 
consumers  and  also  with  respect  to  assuming  the  burden  incident 
to  the  maintenance  of  private  streets." 


NEW  YORK 

226.2 — Extension  of  Service. 

Colliers  Li<;ht,  Heat  .\\d  Power  Co.  Application  For  Approval  of 
Franchise  For  Extension  of  Service.  Decision  of  the  New  York 
Public  Service  Commission  (2  D),  Dismissing  the  Petition.  February 
15,  1917. 

The  Colliers  Light,  Heat  and  Power  Com]iany  has  been  ojjerating  under 
franchise  from  the  town  of  Oneonta  in  portions  west  of  the  City  of 
Oneonla.  The  town  of  Oneonta  surrounds  the  city,  and  the  Colliers 
("ompany  in  its  petition  asked  for  approval  of  a  franchise  covering  the 
entire  town  of  Oneonta  and  providing  for  immediate  extensions  in  the 
south  and  east. 

The  Oneonta  Light  and  Power  Conijjany  is  oijcratiiig  in   (lie  city  of 
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Oneonta.     This  company  also  applied  for  a  franchise  from  the  town 
for  operation  on  the  south  and  cast.     The  Commission  says: 

"More  or  less  friction  exists  between  the  Colliers  Company  and  the 
Oneonta  Company,  due  primarily  to  the  act  of  the  Colliers  Company 
in  obtaining  a  franchise  to  operate  in  Oneonta  Plains  adjacent  to 
the  western  part  of  the  city,  which  territory  the  Oneonta  Company 
claims  properly  belongs  to  it.     This  has  been  brought  to  the  atten- 
tion of  the  Commission   in   other  proceedmgs  before  it   in   which 
these  companies  were  parties.     It  is  apparent  to  us,  however,  that  the 
matter  has  now  gone  somewhat  further  than  it  should,  and  that  the 
time  has  arrived  when  there  should  lie  some  definite  determination 
as  to  the  operations  of  each  of  the  companies  so  far  as  those  portions 
of  the  town  of  Oneonta  south  and  east  of  the  city  of  Oneonta  are 
concerned." 
It  appears  that  the  town  board  gave  little  consideration  to  the  applica- 
tion of  the  Oneonta  Company  for  a  franchise,  but  that  the  people  of  the 
districts  ex)5ressed  to  the  town   board  and  to  the  Commission  their 
desire  to  be  served  by  the  Oneonta  Company.     The  Commission  says: 
"As  we  view  it,  the  primary  object  of  the  Colliers  Company  in  ob- 
taining this  franchise  was  to  enable  it  to  practically  shut  off  the 
Oneonta  Company  from  any  of  the  territory  adjacent  to  the  city  of 
Oneonta.     Good  business  judgment  would  not  seem  to  warrant  the 
proposed  extensions  merely  for  the  business  which  is  now  in  sight. 
If  this  particular  territoA'  can   be  served  better  by  the  Oneonta 
Company,  as  we  believe  it  can  be,  the  business  should  be  handled 
by  that  corjioration.     There  is  no  difficult^'  in  dividing  the  territory 
between  the  two  companies,  for  the  Colliers  Company  can  operate 
in  that  portion  of  the  town  west  of  the  city  of  Oneonta  without  in 
any  way  interf erring  with  the  Oneonta  Company;  and  on  the  other 
hand,  the  Oneonta  Company  can  operate  to  much  Ijetter  advantage 
than  the  Colliers  Company  in  that  portion  of  the  town  south  of  the 
Susquehanna  river  and  also  east  of  the  city  along  the  Oneonta- 
Cooperstown  highway.     This  is  not  a  situation  where  there  is  a 
fertile  territory  for  development  and  an  existing  corporation  refuses 
to  supply  service  to  the  inhabitants  therein,  but  it  is  one  where  a 
corporation  is  seeking  to  extend  its  lines  in  such  a  way  as  to  prevent 
another  corporation  from  making  any  further  development  in  terri- 
tory which  is  naturally  tributary  to  it.     This  will  be  apparent  when 
it  is  understood  that  the  section  of  the  town  on  the  south  side  of  the 
city  where  the  Oneonta  ComiJany  is  now  furnishing  electricity  is 
less  than  a  mile  from  the  center  of  the  city  of  Oneonta;  and  as  we 
have  already  stated,  it  is  now  supplying  electricity  along  the  Oneonta- 
Cooperstown  highway  for  a  distance  of  over  three  miles  from  the 
city.     Under  these  circumstances  we  believe  the  Oneonta  Comiwny 
is  the  proper  one  to  conthuie  sujjplying  these  particular  portions  of 
the   town.      While   it   may   be   that  the  Oneonta  Company  is  not 
persona  grntn  with  the  town  board  of  the  Town  of  Oneonta,  yet  the 
interests  of  the  town  and  its  inhabitants  ought  not  to  be  jeopardized 
on  account   of  that  fact.     It  siiould  al\va\s  be  borne  in  mind  that 
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there  are  certain  economic  principles  to  ])e  observed  in  situations  such 
as  these  and  that  every  effort  should  lae  made  to  enable  the  public 
to  secure  the  service  which  will  best  accommodate  it.  The  unnec- 
sary  extension  of  electric  lines  in  a  situation  such  as  this  is  just  as 
much  to  be  avoided  as  is  the  unnecessary  duplication  of  lines  by 
two  corporations.  We  believe  it  is  to  the  interests  of  the  people 
of  the  town,  imder  the  state  of  facts  set  forth  in  this  proceeding,  to 
have  the  Oiieonta  Company  supply  electricity  in  that  portion  of  the 
town  south  of  the  river  and  east  of  the  city;  and  we  think  the  town 
board  should  have  heeded  the  requests  of  the  residents  of  the  town 
when  they  asked  that  the  franchises  be  granted  to  the  Oneonta 
Company.  There  is  no  reason  why  the  public  should  be  forced 
to  take  service  from  one  corporation  if  it  desires  to  take  it  from  another 
which  is  more  favorably  situated  to  give  that  service.  The  time  has 
arri\ed  when  these  two  corporations  should  cease  quarreling  over 
the  territory  in  which  they  are  to  do  business.  The  logical  and 
proper  way  to  adjust  the  matter  is  as  set  forth  herein,  and  we  trust 
that  the  necessary  permission  will  be  given  by  the  town  authorities 
so  that  the  Oneonta  Company  may  legally  construct  and  maintain 
its  distribution  luies  in  the  southern  and  eastern  portions  of  the 
town  and  give  service  to  the  inhabitants  therein  as  they  desire." 

The  application  of  the  Colliers  Company  for  approval  of  its  franchise 
was  denied  by  the  Commission. 


REFERENCES 

RATES 

400--Rate  Theory. 

Rate  Making,  by  W.  G.  Vincent,  Jr.  Paper  Presented  Before  the 
Convention  of  the  Pacific  Coast  Section  of  the  N.  E.  L.  A.  at  Riverside, 
California.  April  19,  1917.  Journal  of  Electricity,  April  15,  1917,  p. 
278.     4|  pages. 

After  reviewing  briefly  the  development  of  the  different  types  of  electric  rates, 
from  the  flat  rate  to  the  three-charge  rate,  the  writer  discusses  the  application  of 
certain  principles  of  rate  making  as  illustrated  by  commission  and  court  practice, 
and  calls  attention  to  present  problems  confronting  companies  and  commissions 
in  making  rates. 

400— Rate  Theory. 

The  Fallacy  of  the  Comparison  of  Rates,  by  H.  S.  Cooper.  Paper 
Read  at  the  Convention  of  the  Southwestern  Ellectrical  and  Gas  As- 
sociation, Dallas,  Texas,  April  26-28,  1917. 

In  this  paper  the  writer  points  out  that  the  comparison  of  the  rates  of  separate 
public  utilities  as  a  basis  for  the  fixing  of  rates  of  any  one  of  those  com|)ared  is  an 
untrustworthy  basis  which  may  lead  to  the  fixing  of  rates  confiscatory  of  the 
properly  or  legal  i)rofits  of  the  utility  or  discriminatory  in  its  re.sults  amongthose 
of  the  public  who  arc  consumers  of  the  product  of  the  utility. 
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400    Rate  Theory. 

Public  Utility  Rates,  by  Harry  Barker.  1917.  McGraw-Hill 
Book  Coinijany,  New  York.     .387  pages.     Price,  S4.00. 

The  principles  and  practice  pertaining  to  the  charges  for  water,  gas.  electricity, 
coninmnication  and  transportation  services  are  discussed.  Related  subjects 
pertaining  to  public  utilities  and  commission  regulation  of  utilities,  such  as  valua- 
tion, return  and  depreciation  are  also  covered. 


INVESTMENT  AND  RETURN 


314— Overhead  Charges. 

The  Accounting  Treatment  of  Overhead  Construction  Costs  in 
Public  Utilities.  Andersen,  De  Lany  and  Company,  Certified 
Public  Accountants,  Chicago,  Illinois.     Pamphlet,  23  pages. 

An  investigation  of  overhead  charges  was  made  (1)  to  ascertain  the  policies  now 
followed  by  utility  companies  in  the  apportionment  of  overhead  expenses  between 
construction  and  operation;  (2)  to  ascertain  the  amount  and  nature  of  construc- 
tion overheads  actually  charged  by  a  numlier  of  companies  and  the  ratio  of  such 
overheads  to  direct  charges  to  construction;  and  (3)  to  determine  whether  con- 
struction items  should  be  considered  as  overhead  or  as  direct  charges  in  those 
eases  where  the  distinction  is  not  clear. 

The  replies  of  many  of  the  companies  to  whom  inciuiries  were  directed  indicated 
that  little  or  no  attention  had  l)een  given  the  subject  in  their  accounting.  Failure 
to  keep  adecjuate  records  of  construction  costs  has  left  the  determination  of  over- 
liead  allowances  to  engineering  estimates.  It  is  the  purpose  in  this  pamphlet  to 
review  the  general  practices  and  actual  overhead  charges  in  a  number  of  utilities 
and  to  suggest  a  better  and  more  uniform  accoiuiting  procedure.  It  is  stated 
that  this  study  will  be  continued,  so  that  the  treatment  of  various  overhead 
charges  may  be  more  fully  dealt  with  at  a  later  date. 


MUNICIPALITIES 

830— Public  Ownership. 

(iovernment  Telephone.s — The  Experience  of  Manitoba,  Canada, 
by  James  Mayor,  Ph.  D.,  Professor  of  Political  Economy  in  the  Univer- 
sity of  Toronto.  Book,  176  pages.  Moffat,  Yard  and  Company, 
New  York.     SI. 00  net. 

The  history  of  the  operation  of  the  government  owned  telephones  of  Manitoba, 
Canada,  is  reviewed  with  rc^gard  to  the  rates,  service  and  finances,  and  as  affect- 
ing the  interests  of  the  tax  payer  and  the  customer.  In  conclusion,  the  writer 
says: 

"The  management  has  been  iiieronoinical.  tlie  enterprise  litis  been  handicapped 
by  political  intrigue,  the  (inances,  mingled  as  tiiey  have  been  with  the  general 
(iliances  of  the  Province,  have  been  unsoundly  administered  from  the  beginning, 
and  the  obligations  of  the  public  have  been  enormously  increased,  without 
adecjuate  compensatory  advantages, 

"It  is  possible  tlial  only  by  repeated  and  costly  failures,  such  as  the  .Manitoba 
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Government  Telephones,  will  the  pviblie  realize  that  the  proper  function  of 
government  is  not  the  conduct  of  industries,  but  the  impartial  inspection  of 
them  imder  intelligent  laws  adapted  to  the  character  and  conditions  of  the 
coninuuiity  and  the  country." 

830— Public  Ownership. 

Public  Ownership  axd  the  Hydro-Electric  Commission  of  Ont.\rio. 
Pamphlet,  72  pages. 

This  is  a  reprint  of  a  series  of  articles  which  appeared  in  the  Financial  Post  of 
Canada,  Toronto,  between  July  1.5  and  December  23,  1910,  written  bv  .James 
Mavor,  Ph.  D..  Professor  of  Political  Economy  in  the  University  of  Toronto, 
together  with  a  number  of  other  articles  on  the  same  subject  published  at  various 
dates  in  the  same  paper. 


GENERAL 

900— General. 

W.\TER  Power  Development,  by  Hon.  Franklin  K.  Lane,  Secretary 
of  the  Interior.  Follies  of  the  Ferris  Bill,  bv  Hon.  Reed  Smoot, 
U.  S.  Senator  from  Utah.  Power,  April  17,  1917,  pages  508  and  509. 
3§  pages  aiul  2|  pages,  respectively. 

The  former  article  explains  the  Government's  attitude  in  regard  to  the  develop- 
ment and  control  of  water  ijowers  in  the  United  States.  The  latter  expresses  the 
opinion  of  the  water  power  interests  of  the  West  upon  the  proposed  water  power 
legislation. 

920 — Economy  and  Efficiency. 

Public  Utility  Service  as  Affected  by  Local  Conditions,  by  Peter 
JuNKERSFELD.  Read  before  Joint  Meeting  of  Indiana  Engineering 
Society  and  Local  Sections  A.  I.  E.  E.  and  A.  S.  M.  E.,  Lafayette, 
Indiana.     January  19,  1917. 

The  paper  di.scusses  the  effect  of  local  conditions,  such  as  density  of  business^ 
load  factor,  diversity  of  demand  and  reciuirements  as  to  ciuality  of  service  upon 
the  economical  operation  of  the  central  station,  and  the  cost  of  the  service  to  the 
consumer. 


COURT  DECISION  REFERENCES 

112— Franchises. 

City  of  Owensboro  v.  Owensboro  Water  Works  Company,  Decision 
of  United  St.\tes  Supreme  Court,  March  6,  1917.  37  Supreme 
Court  322. 

Thecompany  brought  suit  to  enjoin  (heCity  of  Owensboro. Kentucky,  from  ob.struct- 
ing  and  preventing  the  operation  of  its  water  works.  The  company  is  operating 
under  a  franchi.sp  granted  "for  and  during  the  existence  of  the  said  "corporation." 
The  coiporate  life  of  the  company  was  fixed   by  its  charter  for  a  primary  term 
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of  twenty-five  years,  svibjoet  to  extensions  for  like  terms  of  25  years,  by  vote  of 
the  stockholders.  The  eitv  alleges  that  the  franchise  expired  at  the  end  of  the 
twenty-five  year  primarv  "term.  The  lower  court  held  that  the  franchise  co- 
extensive with  the  corjiorate  existence,  means  a  franchise  for  the  original  term 
and  for  the  additional  term  of  its  charter  as  extended,  and  the  city  was  enjoined 
from  giving  effect  to  an  ordinance  impairing  the  franchise.  The  decree  of  the 
lower  court  is  affirmed. 

112.1— Indeterminate  Permits. 

St.\te  ex  rel.  Pampekix  v.  (Jconto  Electric  Co.,  and  Oconto  Electric 
Co.  V.  People's  Land  and  Mfg.  Co.  et  al.  Decision  of  the  Supreme 
Court  of  Wisconsin.  March  13,  1917.  161  Northwestern  789. 
Two  actions  were  tried  together  in  this  case.  The  first  above  entitled  action,  in 
behalf  of  the  manager  of  the  People's  Land  and  Mfg.  Co.,  assails  the  right  of  the 
Oconto  Electric  Company  to  operate  under  an  indeterminate  permit.  The  two 
companies  involved  arc  rivals  in  the  furnishing  of  electric  service  in  the  village. 
The  other  proceeding  was  begun  by  the  companies  at  the  suggestion  of  the  Rail- 
road Commission  to  determine  which  of  the  companies,  if  either,  held  the  right 
to  furnish  the  street  lighting  service  in  the  City  of  Oconto. 

The  facts  affecting  the  right  of  the  Oconto  Company  to  operate  in  the  city  appear 
to  be  as  foUow's: 

\.t  the  time  the  Public  Utilities  Law  went  into  effect,  the  Oconto  Company  was 
furnishing  commercial  lighting  in  the  city  imder  a  franchise  grant  which  the 
court  finds  to  have  been  ineffectual  as  a  legal  grant,  "because  of  want  of  power 
l)y  the  company  imder  its  articles  of  uicorporation  to  do  a  lighting  business. 
The  companv  surrendered  this  franchise  grant  for  an  indeterminate  permit  pro- 
vided for  in  the  Wisconsin  utilitv  law.  The  action  seeks  to  have  this  indetermi- 
nate permit  annulled,  on  the  groimd  that  the  company  had  no  valul  franchise  to 
surrender  in  obtaining  such  permit.  The  trial  court  held,  and  its  ruling  is  sustained 
by  the  Supreme  Court  of  the  State,  that  it  was  the  mtention  of  the  sections  of  the 
law  governing  the  grant  of  indeterminate  permits  "to  validate  and  confirin  and 
create  into  indeterminate  permits  all  privileges  of  whatever  sort  actually  being 
exercised  in  1911,  when  these  laws  were  passed,  regardless  of  how  their  exercise 
began,  and  no  matter  what  thev  were  referable  to."  The  court  also  gives  weight 
to  the  fact  that  this  action  is  "not  at  all  for  the  purpose  of  vmdicatuig  a  public 
right  or  ))rotecting  the  public  interest,  but  for  the  vindication  and  selfish  purpose 
of  destroying  a  competitor  and  seizing  its  business." 

The  Oconto  Company  had  been  furnishing  street  lighting  service  up  to  1909,  when 
the  People's  Companv  obtained  a  three-year  street  lighting  contract  from  the 
city  The  Oconto  Companv  was,  therefore,  not  doing  street  lightnig  service  when 
it  took  out  an  indeterminate  permit  in  1911.  The  court  points  out  that  this  wixs 
not  a  voluntary  supervision  of  its  street  lighting,  and  hence  did  not  attect  its 
right  to  resume  such  service.  This  right  was  covered  by  the  indeterminate 
permit  the  court  holds.  The  statute  is  construed  as  "not  intending  to  differ- 
entiate' street  lighting  and  private  lighting  as  separate  and  distinct  franchises, 
but  intending  to  consider  them  both  as  within  the  single  franchise  of  lightmg. 
The  court  says:  "It  is  true  that  the  courts  have  distinguished  between  the  two 
kinds  of  lighting,  in  some  respects,  but  it  does  not  follow  that  they  constitute 
distinct  franchises." 

The  immediate  question  to  be  decided  bv  the  court  was  which  company,  if  either 
of  them,  had  secured  the  street  ligliting  contract  for  a  five-year  period  from 
\ugust  1914  The  conmion  council  advertised  for  Inils.  The  People  s  (_  omputiy 
bid  $47  per  lamp;  th<'  Oconto  Companv,  S30  per  hiin|).  The  People's  Company 
changed  its  liid  to  S27  ])er  lam]).  i)repared  a  contract  form  and  had  it  signed  at  a 
meeting  of  tlie  council  just  before  the  election  of  a  new  council.  1  he  newly 
elected  council  held  this  contract  to  be  void  and  entered  into  a  contract  with  the 
Oconto  Company.  'l"he  court  holds  that  the  circumstances  under  which  tlio 
People's  Companv  obtained  its  contract  show    lh:U    it   was  not  ol)lanic(l  in  good 
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faith,  with  the  intention  of  oarrying  out  the  agreement.  The  manner  iii  which 
the  contract  was  forced  through  the  coimcil  and  the  fact  that  the  People's  Com- 
pany, before  furnishing  bond  to  .secure  performance  of  the  contract,  applied  to 
the  Railroad  Commission  to  increase  the  rate  for  street  lighting  show,  the  court 
say.s,  "an  attempt  to  make  a  pretended  contract  for  a  rate  per  light  much  less 
than  its  bid,  with  the  intent  to  secure  a  higher  rate  than  the  Oconto  Company's 
bid  through  the  action  of  the  Railroad  Commission.  This  -ivrongful  conduct 
violated  the  transaction,  and  justified  the  newly  elected  common  council  in  treat- 
ing the  contract  as  void  from  its  inception,  and  enabled  it  to  contract  with  the 
Oconto  Company."     The  contract  of  the  Oconto  Company  is  held  to  be  valid. 

616.1— Street  Lighting. 

Regarding  the  bidding  for  the  street  lighting  contract,  the  Supreme  Court  says: 

"We  consider  that  the  trial  court  correctly  determined  that  the  provisions 
of  the  city  charter  requiring  that  contracts  for  'work.'  'including  printing,' 
should  be  let  to  the  lowest  bidder  in  the  manner  contemplated  bv  the  charter 
provisions,  are  not  applicable  to  contracts  for  street  lighting.  The  basis  of  its 
decision  on  this  point  is  stated  as  follows: 

"  'It  has  been  held  quite  generally  that  lighting  is  not  "work"  within  similar 
provisions,  for  the  reason  that  there  is  ordinarily  but  one  plant  in  a  city  that 
can  furnish  such  service,  and  therefore  only  one  "concern  that  can  bid.  so  that 
the  purpose  of  the  provision,  which  is  to  secure  competition,  necessarily  cannot 
apply.  Oconto  contained  no  public  .service  plant  for  either  public  or  private 
lighting  in  1882,  when  the  charter  provision  was  adopted.  At  that  time,  if 
public  lighting  by  electricity  was  contemplated  in  the  future  at  all,  it  was 
necessarily  contemplated  to  be  furnished  imder  ordinary  conditions,  and  the 
charter  provision  cannot,  therefore,  have  been  intended  to  cover  contracts  for 
such  lighting.  It  was  not  until  1899  that  competition  in  electric  lighting  was 
possible.  I  am  of  the  opinion  that  public  lighting  by  electricity  is  not  "work" 
within  the  charter  provision.  There  was,  therefore,  no  necessity  to  advertise 
for  bids.  There  being  no  necessity,  the  advertising  done,  like  the  advertising 
of  private  individuals,  was  nothing  but  an  invitation  to  submit  offers,  and, 
like  a  private  individual,  the  city  was  not  boimd  to  accept  the  lowest,  or  any, 
offer  made  in  response.  *  *  *  But  both  contracts  were  made  subject  to 
the  provisions  of  the  Public  Utility  Uaw.  The  city,  as  well  as  private  indi- 
viduals, was  subject  to  that  law.  The  city,  no  more  than  a  private  person, 
could  make  a  contract  that  would  give  to  it  any  special  privilege.  Kilbourn 
v.  Southern  Wisconsin  Power  Company,  149  Wis.,  168  (135  N.  W.  499).  This 
case  is  to  the  precise  point  that  a  contract  by  a  municipality  for  free  public 
lighting  is  void  as  against  the  public  policy  of  the  Utilities  Law,  on  the  ground, 
primarily,  that  the  law  contemplates  that  municipalities,  like  individuals, 
shall  pay  a  reasonable  compensation  for  the  service  received.     *     *     *  '  " 

138 — Contracts. 

St.\te  ex  rcl.  St.  Joseph  Water  Company  v.  Eastin  et  al.  Decision 
of  the  Supreme  Court  of  Missouri.  February  26,  1917.  192  South- 
western 1006. 

The  St.  Joseph  Water  Company  had  contracted  with  a  hospital  situated  about 
one  mile  from  the  limits  of  the  city  of  St.  Joseph  for  the  supplying  of  water  to  the 
hospital.  The  contract  provided  the  terms  and  conditions  for  the  necessary 
extension  of  mains  and  furnishing  of  equipment  and  fixed  the  rates  for  the  service. 
The  contract  covered  a  period  of  ten  years.  Four  years  after  the  making  of  the 
contract,  the  city  of  St.  Joseph  extended  its  citv  limits  so  as  to  take  in  the  terri- 
tory occupied  by  the  hospital.  Thereafter,  the  hospital  claimed  the  right  to 
the  rate  for  large  u.sers  of  water  as  fixed  by  an  ordinance  of  the  City  of  Si.  .Joseph. 
The  company  accepted  payment  at  such  a  rate  with  properly  pleiided  |)rotcst 
and  duress,  and  after  expiration  of  the  full  ten  years  brought  this  action  of  man- 
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(lamus  to  eoinppl  the  hospital  board  of  managers  to  pay  to  the  company  tlie  al- 
leged balance  due  under  the  private  contract.     The  court  says: 

"The  concrete  single  point  up  for  ruling  is  this:  Is  an  existing  contract  fixing 
a  rate  for  water  service  and  bottomed  on  a  valuable  consideration,  between 
a  private  consumer,  who  lives  outside  the  city  limits,  and  a  public  utility 
compaiiy  operating  in  a  neighboring  city,  abrogated  and  the  parties  bound  by 
the  city's  water  rates  ipso  facto  when  the  consumer  is  taken  into  such  city  by 
the  extension  of  the  city  limits  thereof. 

"Approaching  this  question  with  full  knowledge  that  the  case  of  State  ex  rel' 
St.  Joseph  Waterworks  Co.  v.  Cieiger,  24(5  Mo.  74,  1.54  S.  W.  486,  L.  R.  A.  191(i  A. 
1060.  held  otherwise,  we  are  yet  constrained  to  disagree  from  the  views  taken 
by  this  court  en  banc  in  thatcase,  and  to  hold  that  such  a  contract  is  not  ab- 
rogated." 

The  court  holds  that  this  case  falls  within  the  principle  enunciated  in  the  case  of 
Denver  v.  Denver  Tnion  Water  Co.,  41  Colo.  77.  91  Pac.  918,  wherein  it  was  ex- 
prcsslv  ruled  that  the  annexation  to  the  city  of  territory  outside  the  city  limits 
did  not  have  the  effect  of  abrogating  individual  contracts  made  by  the  water 
companv,  before  annexation,  with  private  consumers  residing  in  such  annexed 
territory.  Citation  in  support  of  this  view  is  also  made  to  3  Thompson  on  Cor- 
])orations.  section  295.3. 

In  making  this  ruling  the  Court  draws  a  distinction  between  the  present  case  and 
cases  heretofore  decided  in  which  the  court  has  held  that  the  rates  of  a  city  are 
automatically  extended  to  annexed  territory  taking  the  place  for  example  of 
ordinances  iii  effect  in  annexed  towns.  The  Court  states  that  a  rule  exists  (St. 
Louis  Gaslight  Co.  v.  St.  Louis,  46  Mo.  121,  28  Cyc.  215,)  which 

"makes  the  annexing  city's  ordinances  to  apply  automatically  and  immediately 
to  the  annexed  territorv,  save  and  except  in  such  matters  wherein  application 
of  the  rule  would  affect  existing  private  contracts  by  impairing  or  abrogating 
them  (Cloverdale  Homes  v.  Cloverdale,  182  Ala.  419,  62  South.  712,  47  L.  R.  A. 
[N.  S.]  607). 

"An  ordinance,  which  would,  by  the  construction  put  on  it,  have  the  effect 
to  annul  an  existing  private  contract  (which  contract  was  not,  when  made, 
subject  to  regulation  by  the  rate-making  iiower),  would  be  void  because  vio- 
lative of  the  provision  of  the  organic  law  forbidding  the  passage  of  a  law  vio- 
lating the  obligation  of  contracts.  The  ordinance  itself  would  not,  of  course, 
be  wholly  void,  but  touching  its  application  to  those  inimically  affected  by 
such  a  construction  it  would  be  void  and  non-operative  in  the  particular  aspect 
by  winch  it  made  nugatory  an  existing  and  otherwise  valid  contract." 

783— Safety  of  Service. 

Porter  v.  Municip,\l  G.\s  Company  of  City  of  Alb.\ny.  Decision 
of  the  Court  of  Appe.^ls  of  New  York.  Fel)iuary  27,  1917.  115 
Northeastern,  457. 

The  city  council  of  Albany  passed  an  ordiiKiiicc  oi-dering  certain  electric  wires 
within  "a  prcscrilied  district  to  be  placed  underground  within  two  years. The. 
ordinance  provided  that,  before  anv  work  was  done  toward  complying  with  the 
order,  the  plans  for  the  conduits  should  be  submitted  to  the  Commissioner  of 
Public  Works  for  approval.  The  gas  company  made  application  to  the  Commis- 
sioner for  instruction  as  to  location  of  conduits  ia  which  to  place  its  wires  in  the 
flistrict  and  was  told  by  the  Commissioner  that  plans  had  not  been  decided  upon 
for  tlie  improvement  of  that  section,  and  hence  that  approval  of  the  plans  would 
have  to  t)e  deferred.  In  a  suit  against  tlv,>  conioany  for  injuries  occasioned  by 
its  overhead  wires,  the  court  holds  tliat  the  inal>ility  and  failure  of  the  t'ouuiiis- 
sioiier  to  give  defendant  the  necessary  instructions  concerning  the  location  of  its 
conduits,  umler  the  circumstances,  operated  as  an  excuse  for  its  failure  to  comply 
with  the  iir<bn;uii'('. 
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COMMISSION  DECISIONS 
NEW  YORK 

300-  Investment  and  Return. 

The  Bronx  Gas  and  Electric  Company,  Investigation  of  Rates  For 
Electric  Service.  Decision  of  the  New  York  Public  Service  Com- 
mission (ID),  Finding  That  a  Reduction  in  Electric  Rates  Is  not 
Justified.     April  26,  1917. 

This  decision  of  the  First  District  Commission  is  of  the  greatest  im- 
portance because  the  Commission  has  gone  on  record  as  definitely 
acknowledging  another  duty  aside  from  that  of  reducing  rates— the 
duty  of  protecting  the  company  in  earning  sufficient  to  enable  it  to 
furnish  adequate  service  to  the  public  and  to  provide  the  necessary 
extensions  to  fully  cover  its  territory. 

The  Commission  instituted  a  proceeding  on  its  own  motion  for  the 
purpose  of  investigating  the  rates  charged  by  the  Bronx  Gas  and 
Electric  Company.  The  Commission  has  recently  ordered  reductions 
in  electric  rates  in  the  Borough  of  Brooklyn,  of  the  Edison  Electric 
Illuminating  Company  of  Brooklyn  (Moritz  v.  Edison  El.  111.  Co.  of 
Brooklyn,  7  P.  S.  C.  R.— 1st  Dist.  N.  Y.  175,  259),  and  in  the  Borough 
of  Manhattan  and  a  part  of  the  Borough  of  The  Bronx,  of  the  New 
York  Edison  Company  and  the  United  Electric  Light  and  Power 
Company  (Cases  Nos.  1395,  and  1492;  Annual  Report  of  P.  S.  C.   1 

N.  Y.,  1916,  Vol.  1,  pages ),  and  in  the  rates  of  the  New  York  and 

Queens  Electric  Light  and  Power  Company  (Re  Rates  of  N.  Y.  &  Q. 

El.  L.  &  P.  Co.,  8  P.  S.  C.  R ).     The  portions  of  the  city  served 

by  the  Bronx  Gas  and  Electric  Company  pay  a  higher  rate,  and  the 
Commission  undertook  to  inciuire  jjarticularly  into  the  reasonableness 
of  the  maximum  rate  of  12  cents  per  kilowatt  hour  which  was  established 
by  act  of  the  legislature  in  1906. 

The  Commission  finds  that  the  present  rate  is  not  excessive  taking  into 
consideration  the  nature  of  the  district  served  l)y  this  company  and  that 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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it  would  not  he  advisaljle  to  order  a  reduction  under  present  eon- 
disions.  The  following  are  extracts  from  the  opinion  which  was  written 
by  Commissioner  Whitney. 

240 — Commission  Procedure. 

"As  this  proceeding;  was  brought  upon  the  Commission's  own  motion, 
and  not  upon  a  complaint  under  the  statute,  the  Conunission  is  in 
control  of  the  proceeding  and  may  exercise  its  judgment  liased  upon 
either  the  evidence  formally  presented  at  the  hearing  or  the  knowledge 
accjuired  by  it  from  records  in  its  files  or  investigation  nuule  by  it, 
whether  there  exists  sufficient  cause  for  continuing  the  jiroceeding. 
In  so  exercising  its  discretion,  upon  facts,  the  Commission  does  not 
make  a  finduig  as  to  whether  the  rate  in  question  has  been  shown  to 
be  unreasonable — the  burden  of  such  proof  resting  u])on  the  pro- 
ponents (People  ex  rel.  N.  Y.  C.  &  H.  R.  R.  R.  Co.  v.  P.  S.  C.  2nd 
Dist.,  215  N.  Y.  241;  I.  C.  C.  v.  Louis.  &  Nash.  R.  R.,  227  U.  S.  88, 
92) — but  simply  determines  whether  it  should  continue  the  proceed- 
ing upon  its  own  motion." 

226.1 — Improvement  of  Service. 

The  Conunission  states  that  the  argiunent  presented  by  consumers 
and  property  owners  of  the  territory  served  liy  the  company  jireponder- 
ated  against  any  action  involving  a  possible  reduction  in  rates.  They 
contended  that  the  public  mterest  would  be  better  promoted  by  con- 
serving the  earnings  of  the  company  under  existing  rates  so  as  to  enable 
it  to  provide  for  much  needed  extensions  in  facilities  and  service  which 
will  not  for  some  time  be  self-sustaining,  than  by  a  reduction  in  rates 
which  would  diminish  the  company's  earnings  and  its  ability  to  secure 
additional   capital  required  for  the  extensions. 

"The  prmcipal  contention  for  the  reduction  in  rates  is  based  upon 
the  evident  disadvantage  under  which  one  section  of  the  Greater 
City  is  laboring  as  compared  with  other  sections  where  lower  rates 
obtain.  This  contention  ignores  the  dissimilarity  in  conditions  of 
service.  Comparison  of  rates  affords  no  criterion  for  determining 
the  reasonableness  when  the  circumstances  and  conditions  of  opera- 
ation  are  dissimilar.  The  Bronx  Gas  and  Electric  Com])any  has  20 
or  less  electric  meters  to  the  mile  of  line,  and  the  population  of  its 
territory  is  about  2000  per  square  mile.  This  is  but  a  small  per- 
centage of  the  business  density  of  the  New  York  Edison  Company 
or  the  Edison  Electric  lUinninating  Company  of  Brookl_\m.  The 
Bronx  C'ompany  does  not  serve  a  manufacturing  region  izi  which 
(luantity  consumption  affords  economy  in  cost  of  production  and 
distrit)ution.  The  diversity  in  the  factors  entering  into  the  rates 
apjilicable  to  the  different  parts  of  the  city  compel  a  diversity  in 
rates. 

"Moreover,  as  this  company  is  the  only  one  operating  in  its  territory 
and  the  residents  thereof  are  dependent  solely  upon  it  for  an  indis- 
pensable service  for  domestic,  commercial  and  ])ublic  purposes, 
and  as  the  d(!veloi)ment  and  growth  of  tin;  territory  will  be  materially 
influenced  by  the  company's  policy  as  to  service  extensions,  it  is 
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highly  important  not  alone  for  the  company's  interests  but  for  the 
welfare  of  the  community  which  the  company  can  serve  that  the 
company's  stability  and  ability  should  not  lie  unfavorably  affected. 
The  part  of  the  Bronx  in  which  the  company  operates  is  in  a  develop- 
mental state.  Two  municipal  rapid  transit  railroads  have  been 
extended  into  it  to  afford  cheap  and  convenient  transportation 
facilities  and  to  give  it  a  share  in  the  distribution  of  population. 
At  present,  Iniilding  centers  are  scattered.  But  the  city  is  carrying 
out  extensive  imjirovements  of  highways,  sewers  and  other  public 
structures.  If  the  convenience  of  gas  and  electricity  are  not  made 
fully  available,  the  development  of  the  territory  will  be  thwarted. 
If  the  company  is  enterprising  and  responsive  to  public  needs  and 
would  share  in  its  conunercial  prosperity,  it  must  prepare  to  extend 
and  enlarge  its  facilities  in  order  to  supply  new  and  additional 
buildings.  The  prospects  justify  the  company  in  making  provision 
to  anticipate  the  community's  requirements. 

226.2— Extensions  of  Service. 

"The  extensions  of  line  and  service  will  not  themselves  unmediately 
provide  a  return  upon  their  cost,  yet  the  Commission  may  order 
these  extensions  to  be  constructed.  (Re  New  York  and  Queens 
Gas  Company  Extensions,  6  P.  S.  C.  R.  1st  Dist.  N.  Y.  35,  187; 
People  ex  rel"  New  York  and  Queens  Gas  Co.  v.  McCall  219  N.  Y. 
84.)  Where  early  losses  on  extensions  are  not  absorbed  by  the 
operations  of  the  system  as  a  whole,  or  borne  by  consumers,  they  are 
likely  to  be  capitalized  permanently,  thereby  creating  fixed  charges. 
Obviously,  if  the  rate  be  reduced  and  surplus  be  eliminated,  the 
early  losses  on  the  investment  in  extensions  will  not  be  absorbed. 

"It  is  not  suggested,  however,  that  rates  should  be  allowed  which 
will  yield  excess  profits  to  be  utilized  for  additional  permanent  in- 
vestment m  extensions.  On  the  contrary,  extensions  and  impro\'e- 
ments  should  be  financed  by  the  investment  of  additional  capital, 
and  consumers  may  in  proper  cases  be  required  to  advance  a  fair 
share  of  the  cost  of  um-emunerative  extensions.  But  a  policy  should 
be  followed  such  as  will  enable  this  company,  which  is  comparatively 
small  and  has  limited  resources  for  new  capital,  to  provide  adequately, 
if  not  liberally,  for  the  additional  needs  of  the  territory  served  by  it 
and  to  aid  materially  in  its  development,  and  as  will  attract  new 
investment  required  to  finance  the  extensions  without  the  payment 
of    large    discounts. 

"The  Conmission,  acting  in  behalf  of  the  city,  has  provided  for  the 
construction  into  this  part  of  the  Bronx  of  two  rapid  transit  railroad 
extensions,  which  tap  sections  capable  of  intensive  development, 
thus  affording  quick  transportation  at  a  low  rate.  The  population 
increment  due  to  these  extensions  will  be  a  source  of  additional 
business  which  the  company  should  be  prompt  to  serve.  Without 
the  reciprocal  action  of  the  company,  the  purpose  of  constructing 
these  extensions  may  not  be  realized  soon  enough,  and  both  the  city 
and  the  company  will  be  unfavorably  affected.     The  Conunission 
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will,  therefore,  exjiect  this  company  to  meet  and  anticipate  the  needs 
of  thi.s  part  of  the  city  in  additional  service  and  extended  facilities. 

"Succinctly  stated,  therefore,  the  principle  that  should  govern  is 
that  the  Commission  will  consider  carefully  the  necessity  for  a  proper 
credit  on  the  part  of  a  public  service  corporation  in  order  that  it  may 
comply  with  its  affii'mative  obligations  to  render  adequate  service 
for  the  franchise  territory  at  reasonable  rates,  with  proper  and  safe 
equipment,  and  that  the  Connnission  in  assurhig  itself  that  a  com- 
pany has  reasonable  jirotection  for  its  ability  to  secure  additional 
capital,  will  expect  and  require  full  compliance  with  all  such  affirma- 
tive obligations  Liicludmg  extensions." 

222— Accounts. 

In  a  previous  case,  the  Co  mission  made  an  appraisal  of  the  Company's 
property  and  issued  an  order  requiring  the  company  to  adjust  its  ac- 
counts in  accordance  with  that  appraisal.  The  company's  accounts 
from  that  time  on  have  been  made  to  conform  to  the  Uniform  System 
of  Accounts  prescribed  by  the  Commission.     The  Commission  says: 

"Its  books  now  very  nearly  reflect  its  true  financial  condition  and 
afford  a  ready  means  for  testing  the  reasonableness  of  the  company's 
rates  by  the  relation  of  earnings  to  property.  It  is  rare  in  this 
jurisdiction  that  the  fixed  capital  accounts  of  a  public  utility  com- 
pany, whose  business  antedates  regulation  under  the  Public  Service 
Commissions  Law,  have  been  readjusted  to  conform  to  the  findings 
of  actual  value  made  by  the  Connnission." 

331.4    Original  Book  Cost. 

"In  a  rate  case,  the  book  value  is  not  conclusive  for  determining  the 
fair  value  of  the  property  devoted  to  the  ])ublic  service  upon  which 
the  utility  is  entitled  to  a  fair  return,  nor  is  the  original  cost  even  if 
the  book  entries  have  followed  the  accounting  methods  and  alloca- 
tions prescribed  by  the  Connnission.  Nevertheless,  they  are  ac- 
cepted evidences  of  fair  value.  For  present  purposes,  the  accoimts 
of  the  company  may  be  relied  upon,  as  the  fixed  property  value  has 
been  fixed  by  the  Commission  itself  so  as  to  place  capitalization  and 
property  on  a  parity;  all  additions,  retirements  and  depreciation 
charges  have  been  recorded  in  accordance  with  the  Commission's 
requirements,  and  the  accoimts  have  been  frequently  checked  by 
the  Commission  in  connection  with  security  authorizations.     .    .    . 

331.1 — Amount  of  Investment  for  Rate  Making  Purposes. 

"The  provisions  of  the  Pul)lic  Service  Commissions  Law  regulating 
the  issue  of  securities  by  public  utilities  expiess  a  settletl  State  ])olicy 
to  protect  the  jniblic  against  the  evils  of  inflation  of  the  capitalization 
of  those  utilities  and  against  the  resulting  excessive  dividend  burden 
which  the  public  is  obliged  to  meet  m  the  rates  charged.  Experience 
has  demonstrated  that  those  evils  reacted  upon  the  patrons  of  the 
utilities  through  deficient  service  and  high  rates,  as  well  as  upon  the 
investing  ])ublic,  through  the  deficiency  of  security  for,  and  the 
failure  of,  an  ade([uatc  rcliini  u])on  their  investments.     In  the  ab- 
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sence  of  strict  control  of  the  amount  and  purpose  of  security  issues 
and  of  accompanying  regulation  of  accounts,  service  and  rates,  the 
outstanding  capitalization  was  not  a  fair  gauge  of  the  value  of  the 
property  necessary  for  and  devoted  to  the  service  of  the  public.  It 
is  one  of  the  elements  which  must  be  considered  in  determining  the 
reasonableness  of  rates  (Smyth  v.  Ames,  169  U.  S.  466),  but  the 
weight  usually  given  to  it  was  not  such  as  to  influence  appreciably 
the  ultimate  determination.  Where  regulation  and  supervision 
under  broad  powers  have  Ijeen  established,  new  overcapitalization 
is  prevented.  The  most  fruitful  source  of  the  evils  above  mentioned 
does  not  exist.  The  weight  to  be  given  in  a  rate  case  to  the  capitali- 
zation of  a  public  utility  issued  under  plenary  regulation  of  their 
amount  and  ]iin'pose  should  be  greater  than  that  attached  to  secur- 
ities issued  under  the  previous  conditions. 

"While  the  approval  by  the  Commission  of  an  issue  of  stock  or 
bonds  does  not  entail  an  assurance  or  a  finding  that  the  securities 
are  good  or  safe  investments,  or  that  they  will  prove  to  be,  or  a 
guaranty  against  future  impairment  of  the  security  given  by  the 
utility  to  the  investor,  it  must  be  recognized  that  the  State  has 
sanctioned  the  pledge  by  the  utility  of  its  credit  and  that  the  utility 
should  not,  except  for  public  reasons,  be  prevented  from  carrying 
out  the  pledge. 

"In  this  case,  all  of  the  company's  bonds,  constituting  two-thirds 
of  its  securities,  have  been  issued  under  the  sur\-eillance  of  the  Com- 
mission and  in  accordance  with  the  conditions  prescribed  by  it, 
including  provision  for  readjusting  its  fixed  capital  accounts  so  as 
to  conform  them  to  the  appraisal  value  of  all  the  company's  property 
found  by  the  Commission.  Under  such  circumstances,  a  principle 
was  well  expressed  by  the  Massachusetts  Board  of  Gas  and  Electric 
Light  Commissioners,  in  Re  Northampton  Gas  Petition  (P.  U.  R. 
1915A,  618,  626)." 

(The  Commission  here  quotes  the  two  paragraphs  from  the  case  given 
in  Rate  Research  on  page  391  of  Volume  VI. 

340— ^Rate  of  Return. 

"Organized  in  1890,  no  dividends  were  paid  by  the  Bronx  Gas  and 
Electric  Company  until  1901,  when  15  per  cent  was  paid;  and  there- 
after dividends  were  jiaid  in  1902,  16  per  cent;  1903,  5  per  cent; 
1904,  9  per  cent;  1906,  1907  and  1908,  5  per  cent;  1905  and  1909,  no 
dividend;  1910,  1911  and  1912,  5  per  cent;  and  1913,  1914,  and  1915, 
6  per  cent.  Section  72  of  the  Puljlic  Service  Commissions  Law 
requires  the  Commission,  in  determining  the  price  to  be  charged  for 
gas  or  electricity,  to  give  'due  regard  among  other  things  to  a  reason- 
able average  return  upon  capital  actually  expended  and  to  the  neces- 
sity of  making  reservations  out  of  income  for  svu'plus  and  contin- 
gencies.    .     .     . 

"The  recortls  of  the  Commission  alreaily  referred  to  indicate  that  a 
redu(;tion  in  the  general  electric  rate  is  not  now  warranted. 
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"Nor  will  the  normal  increase  of  business  combined  with  the  increase 
of  consumption  which  usually  follows  a  reduction  in  rates  justify 
a  finding  that  the  effective  rates  are  excessive.  The  operating 
figin-es  for  1915  do  not  take  into  account  the  increase  in  the  cost  of 
labor  and  materials  which  has  taken  place  duruig  1916  and  1917 
which  may  be  augmented  as  a  result  of  the  National  exigencies 
arising  out  of  the  war  with  Germany.  While  it  would  be  unju^t  to 
permit  a  utility  to  exact  demonstrably  excessive  rates  from  con- 
sumers in  order  to  transfer  to  them  the  burden  of  the  taxation  which 
must  be  borne  as  the  material  sacrifice  ui  support  of  the  contest  by 
arms,  yet  in  tunes  of  unsettled  conditions  the  margin  of  safety 
necessary  for  the  stability  of  public  utilities  should  not  be  curtailed." 


NEW  JERSEY 

129.3 — Refusal  of  Service. 

HiRSH  V.  Plainfield-Union  Water  Co,  Complamt  as  to  Certain 
Bills  for  W'ater  Service.  Decision  of  the  New  Jersey  Board  of  Public 
Utility  Commissioners,  Dismissuig  the  Complamt  for  Lack  of  Juris- 
diction.    April  2,  1917. 

The  comjilamant  alleged  that  certaui  bills  rendered  by  the  company  for 
water  service  were  excessive  either  on  account  of  mistake  in  meter  reading 
or  on  account  of  fast  meter.  The  company  alleged  that  the  meter  readings 
had  been  properly  verified  and  that  leaks  in  the  plumbing  on  the  cus- 
tomer's premises  had  been  responsible  for  the  vohnne  of  water  registered^ 
Sufficient  proof  of  the  allegations  was  not  offered  by  either  party_ 

The  Commission  says: 

"Such  disputed  facts  can  only  properly  be  settled  in  a  court  of  law. 
This  Board  is  without  power  to  order  reparation  (Flemer  v.  West 
Orange  Water  Co.  3  P.  U.  R.,  p.  428). 

"Wliere  there  seems  to  be  an  honest  dispute  between  the  utility  and 
the  customer  as  to  the  amount  owmg  and  the  customer  is  fuiancially 
responsible,  we  l:)elieve  the  decision  m  re  Albert  L.  Hach  vs.  Con- 
sumers Company,  Ltd.  17  Idaho  Reports,  p.  207,  the  proper  rule. 
The  court  said: 

"  'A  regulation  that  in  case  a  consumer  is  in  default  his  supply  will 
be  cut  off  is  reasonable  and  may  be  enforced.  But  such  a  regulation 
cannot  be  made  the  instrument  by  which  the  water  company  can 
become  the  judge  in  its  own  case,  or  shut  oft'  water  to  enforce  pay- 
ment of  a  disputed  bill;  nor  by  its  means  can  payment  l^e  enforced 
which  is  not  the  duty  of  the  customer  to  make.' 

"The  complamant  tendered  payment  of  the  subsequently  accrued 
water  bills  but  the  company  declined  to  accept  same. 

"The  Board  is  of  the  opinion  that  the  company  in  view  of  the  cir- 
cumstances in  this  case,  which  apjjarently  involves  a  disiiutc  of  the 
merits  of  a  charge  for  service  for  a  single  quarter  should  not  dis- 
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continue  service  to  the  premises  of  the  petitioner  and  that  it  should 
accept  payment  of  the  subsequently  assessed  water  charges.  It 
is  further  of  the  opmion  that  its  dispute  with  the  complainant  should 
be  settled  in  a  court  of  law." 

NEW  JERSEY 
300 — Investment  and  Return. 

Clayton-Glassboro  Water  Company,  Application  For  Increase  in 
Rates.  Decision  of  the  New  Jersey  Board  of  Public  Utility 
Commissioners,  Denymg  the  Application.     April  2,  1917. 

The  Board  upon  mvestigation  found  that  the  company  is  not  furnishing 
adequate  service,  and  action  on  the  application  for  an  increase  in  rates 
was  withheld  penduig  compliance  with  directions  for  im])rovement  of 
its  service.  It  appears  that  some  months  must  elapse  before  it  can  be 
known  whether  adequate  and  proper  service  will  be  afforded.  The 
Board  therefore  denied  the  application  with  leave  to  renew  later  if 
the  company  desires.     In  explanation  of  this  order  the  Board  says: 

"A  fair  return  upon  investment  is  predicated  upon  adequate  and 
proper  service.  The  duty  to  supply  service  is  an  absolute,  not  a 
relative  one.  The  duty  imposed  by  law  is  to  furnish  safe,  adequate 
and  proper  service,  and  it  is  for  such  service  only  that  the  company 
is  entitled  to  fair  and  reasonable  rates  yielding  fair  returns  to  the 
owners  of  the  property  upon  their  mvestment  therein." 


COURT  DECISIONS 

ILLINOIS 

200 — Public  Service  Regulation — Law  and  Practice. 

City  of  Chicago  v.  William  L.  O'Connell  et  al.  Decision  of  the 
Supreme  Court  of  Illinois.     April  19,  1917. 

An  injunction  was  granted  the  City  of  Chicago  in  the  Circuit  Court 
of  Cook  County  to  restrain  the  State  Public  Utilities  Commission  from 
enforcing  its  order  under  date  of  September  29,  1915,  relating  to  the 
equipment  and  operation  of  street  cars  in  the  City  of  Chicago.  The 
Supreme  Court  of  the  State  in  this  order  sets  aside  the  order  of  the 
lower  court  and  sustains  the  Commission  in  its  power  to  regulate  the 
service  of  the  Chicago  Street  Railways. 

The  appellees  contended  that  the  order  of  the  Commission  is  invalid 
because  it  impairs  the  contract  obligations  existing  between  the  City 
of  Chicago  and  the  street  railways  by  reason  of  the  settlement  ordi- 
nances passed  in  1908.  It  is  also  contended  that  the  Commission 
was  without  power  to  make  the  order  complained  of,  because  the  con- 
stitution of  this  State,  by  Section  4  of  Article  II,  grants  to  cities  the 
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exclusi\e  power  to  regulate  and  control  the  operation  of  street  railways 
upon  their  streets.     The  decision  of  the  Supreme  Court  is  as  follows: 

810— Municipal  or  Local  Regulation  of  Utilities. 

"Section  4  of  Article  II  of  our  constitution  provides  that  'no  law 
shall  be  passed  Ijy  the  General  Assembly  granting  the  right  to 
construct  and  operate  a  street  railroad  within  any  city,  town  or 
incorporated  village,  without  requiring  the  consent  of  the  local 
authorities  having  the  control  of  the  street  or  highway  proposed 
to  be  occupied  by  such  street  railroad;'  and  in  Venner  v.  Chicago 
City  Railway  Co.  258  111.  523,  and  again  in  People  v.  City  of  Chicago, 
supra,  [278111. 188]  we  said  that  'the  constitution  commits  to  the  city 
the  control  of  the  ojierat ion  of  street  railways  in  its  streets. '  It  is  upon 
this  section  of  the  constitution  and  this  statement  contained  in  the 
two  cases  above  cited  that  appellees  rely  in  support  of  their  con- 
tention that  the  Commission  was  without  power  to  make  the  order 
complained  of,  because  the  constitution  grants  to  the  city  the  exclu- 
sive power  to  regulate  and  control  the  operation  of  street  railways 
upon  the  streets  of  the  city.  In  the  recent  case  of  State  Public 
Utilities  Com.  v.  Chicago  and  West  Towns  Railway  Co.  275  111., 
555,  in  considering  the  same  contention  here  made,  we  said  with 
reference  to  the  constitutional  provision  above  quoted  (p.  570) : 
'That  provision  is  simply  a  limitation  of  the  general  powers  of  the 
legislature  and  in  one  particular,  only.  It  provides,  in  substance, 
that  the  legislature  may  not  grant  the  right  to  construct  anil  operate 
a  street  railroad  within  a  municipality  without  requiring  the  consent 
of  the  local  authorities  having  control  of  the  streets  or  highways 
proposed  to  be  occupied.  That  section  of  the  constitution  does 
not,  by  implication  or  otherwise,  attempt  to  divest  the  State  of  its 
paramount  authority  and  control  of  streets  and  highways,'  citing 
Chicago  and  Southern  Traction  Co.  v.  Illinois  Central  Railroad  Co. 
246  111.  146.  The  statement  made  in  Venner  v.  Chicago  City  Railway 
Co.  supra,  and  in  People  v.  City  of  Chicago,  supra,  that  the  consti- 
tution commits  to  the  city  the  control  of  the  operation  of  street 
railways  in  its  streets,  merely  means  that  the  constitution  has  con- 
ferred upon  the  city  power  to  determine  whether  street  railways 
shall  be  operated  upon  the  streets  of  the  city,  and  if  so,  upon  what 
streets.  To  this  extent,  and  no  further,  the  constitution  has  commit- 
ted to  the  city  the  control  of  the  operation  of  streets  railways  in  its 
streets." 

830— Public  Ownership. 

The  ai)pcllecs  also  urged  that  the  Commission  docs  not  have  power 
to  regulate  the  street  railways  because  Section  10  of  the  Public  Utilities 
Act  makes  an  exception  of  public  utilities  owned  or  operated  by  munici- 
palities.    The  Court  says: 

"In  our  oijinion  the  language  of  Section  10  rclieil  upon  by  the  ap- 
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pellees  can  only  be  reasonably  construed  to  mean  that  public  utilities 
owned  or  operated  by  municipalities  when  the  act  became  effective 
should  not  be  subject  to  the  provisions  of  the  act,  and  that  there- 
after, as  soon  as  a  municipality  should  become  the  owner  or  take 
over  the  operation  of  a  public  utility,  such  public  utiHty  should 
thereby  be  withdrawn  from  the  operation  of  the  act.  Although 
the  City  of  Chicago  has  by  contract  obtained  an  option  to  purchase 
the  street  railways  in  the  city  at  a  price  agreed  upon  and  has  been 
given  a  voice  in  the  management  of  the  affairs  of  the  street  railway 
companies,  it  has  not  yet  become  the  owner  of  the  street  railway 
properties,  nor  can  it  be  said  that  the  operation  of  the  street  railway 
system  has  been  turned  over  to  the  city.  The  street  railways  of 
the  City  of  Chicago  are  clearly  within  the  provisions  of  the  act  which 
give  the  Commission  power  to  make  the  order  involved  in  this 
case. 


220— General  Powers  of  Commissions— Contracts. 

"The  principal  ground  relied  upon  by  appellees  in  support  of  the 
decree  of  the  Circuit  Court,  is,  that  the  order  of  the  Commission, 
and  the  Public  Utilities  act  in  so  far  as  it  purports  to  confer  upon 
the  Commission  power  to  make  the  order,  deprive  the  railway 
companies  and  the  city  of  property  without  due  process  of  law, 
take  and  damage  the  private  property  of  the  railway  companies 
and  the  city  for  public  use  without  just  compensation,  and  impair 
the  obligation  of  contracts  theretofore  made  between  the  city  and 
the  railway  companies,  in  violation  of  the  provisions  of  the  State 
and  Federal  constitutions.  It  is  our  judgment  that  the  order  is 
not  subject  to  the  constitutional  objections  urged  against  it.  The 
power  of  the  legislature  to  exercise  reasonable  regulation  and  con- 
trol over  public  utilities  was  upheld  by  this  court,  shortly  after  the 
adoption  of  our  present  constitution,  in  Munn  v.  People,  69  111. 
80,  where  it  was  held  that  such  regulation  was  not  in  violation  of 
either  Section  2  of  Article  II,  Section  13  of  Article  II  or  Section 
22  of  Article  IV  of  the  State  constitution,  nor  in  contravention  of 
the  Fourteenth  Amendment  of  the  United  States  Constitution. 
That  case  was  reviewed  by  the  Supreme  Court  of  the  United  States 
and  the  judgment  was  affirmed.  (Munn  v.  Illinois,  94  U.  S.  [4  Otto] 
126).  The  Supreme  Court  of  the  United  States  in  its  opinion, 
said:  'When,  therefore,  one  devotes  his  property  to  a  use  in  which 
the  public  has  an  interest,  he,  in  effect,  grants  to  the  public  an 
interest  in  that  use,  and  must  submit  to  be  controlled  by  the  public 
for  the  connnon  good  to  the  extent  of  the  interest  he  has  thus  created. 
He  may  withdraw  his  grant  by  discontinuing  the  use,  but  so  long 
as  he  maintains  the  use  he  must  submit  to  the  control.'  This 
decision  has  become  one  of  the  landmarks  of  American  law,  and 
has  been  freriuently  cited,  followed  antl  approved  in  applying  the 
rule  that  when  private  property  is  devoted  to  a  public  use  it  is 
subject  to  public  regulation.     Chicago  Dock  Co.   v.   Garrity,    115 
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111.   155;   State  Public  Utilities  Com.   v.   Monarch    Refrigerating 
Co.  267  id.  528. 

"The  regulation  of  public  utilities  is  one  phase  of  the  e.xercise  of 
the  police  power  of  the  State.  The  police  power  may  be  exercised 
l3y  the  legislature  directly,  or  it  may  be  exercised  indirectly  by  con- 
ferring the  power  upon  agencies  created  by  the  legislature. _  The 
power  is  an  attribute  of  sovereignty  and  is  primarily  vested  in  the 
legislature,  which  has  the  right  to  recall  it  at  any  time  from  the 
agency  to  which  it  has  been  delegated  and  after  being  recalled,  to 
retain  it  or  confer  it  upon  some  other  agency  of  government.  In 
the  exercise  of  this  power  the  State  may  interfere  whenever  the 
public  interests  demand  such  interference,  and  in  this  particular 
a  large  discretion  is  necessarily  vested  in  the  legislature  to  determine 
not  only  what  the  interests  of  the  public  require,  but  what  measures 
are  necessarv  for  the  protection  of  such  interests.  (Durand  v. 
Dyson,  271  111.  382.)  In  Illinois  Central  Railroad  Co.  v.  Willen- 
borg,  117  111.  203,  it  was  said:  'All  property  devoted  to  public 
uses  takes  on  a  nature  or  qualification  quasi  public,  and  is  for  that 
reason  held  to  be  subject  to  legislative  control  in  a  greater  or  less 
degree  and  to  which  the  mere  private  property  of  the  citizen  is  not 
subjected.  Rights  purely  and  exclusively  private,  in  no  wise  affect- 
ing others  and  in  no  way  affecting  public  morals,  are  not  regarded 
as  being  within  the  control  of  the  police  power ;  nor  can  mere  private 
property  be  taken  for  public  uses  without  making  to  the  owner 
just  compensation;  yet  the  law  has  always  required  the  citizen  to 
so  use  his  property  as  not  unnecessarily  to  injure  another,  and  to 
compel  the  observance  of  that  rule  even  private  property  may  be 
brought  within  legislative  control  to  that  extent.  But  where 
property,  whether  belonging  to  a  natural  person  or  to  a  corporation, 
becomes  "affected  with  a  public  interest  it  ceases  to  be  juris  privati, 
only."  Where  a  party  devotes  his  property  to  a  public  use,  the 
community  at  large  acquire  such  a  qualified  interest  as  will  subject 
it  to  legislative  control  for  the  common  welfare.  Accordingly,  the 
property  of  railroads,  and  other  similar  corporations  transacting 
business  for  and  with  the  public,  has  been  subjected  to  burdens 
not  imposed  on  the  owners  of  mere  private  property,  used  purely 
and  exclusively  for  private  interests.  The  distinctions  in  this 
regard  have  been  uniformly  observed.'  Again,  in  Burdick  v.  People, 
149  111.  600,  we  said:  'The  business  of  a  common  carrier  is  a  public 
employnient.  The  franchises  of  railroads,  acting  under  charters 
or  acts  of  incorporation,  are  of  a  public  nature  so  far  as  the  safety, 
convenience  and  comfort  of  passengers  are  concerned.  Reasonable 
regulations  affecting  the  conduct  of  such  public  employment  are 
fit  subjects  for  legislative  action.  The  law  rnaking  jiower  may 
provide  means  for  remedying  such  evils  as  in  its  opinion  niay  exist 
in  the  management  of  these  public  agencies  of  transportation,  and 
in  doing  so  it  may  sometimes  impose  restrictions  which  arc  deemed 
to  be  necessary  upon  the  use  and  enjoyment  of  property.'  A  more 
concrete  statement  of  the  law  as  applied  to  the  facts  in  this  case  is 
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contained  in  City  of  Chicago  v.  Chicago  City  Railways  Co.,  272 
111.  245,  as  follows:  'The  police  power  may  Ijc  exercised  in  a  variety 
of  ways  in  the  regulation  of  street  car  traffic  for  the  public  safety 
or  convenience,  such  as  providing  against  the  overcrowding  of  cars, 
compelling  proper  seating  facilities,  specifying  the  side  of  the  street 
at  which  stops  shall  be  made,  and  any  other  matter  which  shall 
promote  the  public  safety,  comfort  or  convenience.' 

"A  rightful  exercise  of  the  police  power  is  not  a  violation  of  any  of 
the  provisions  of  the  constitution  upon  which  appellees  rely;  (Munn 
V.  People,  supra;  Burdick  v.  People,  supra;  People  v.  Weiner,  271 
111.  74;  Durand  v.  Dyson,  supra;  Greene  v.  Fish  Furniture  Co., 
272  111.  148);  and  statutes  affecting  the  owners  of  public  utilities 
by  lessening  their  privileges,  regulating  their  charges  and  increasing 
their  burdens,  within  reasonable  Ijounds,  are  uniformlv  held  valid. 
City  of  Chicago  v.  Town  of  Cicero,  210  111.  290. 

"Appellees  contend,  however,  that  the  settlement  ordinances  and 
the  unification  ordinance,  having  been  accepted  and  acted  upon 
by  the  railway  companies,  constitute  binding  contracts  between  the 
city  and  the  railway  companies,  and  that  their  obligation  cannot 
be  impaired  by  any  act  of  the  legislature  or  by  any  order  of  the  State 
Public  Utilities  Commission.  Appellees'  contention  is  undoubtedly 
sound  so  far  as  the  contracts  relate  to  matters  which  do  not  affect 
the  public  safety,  welfare,  comfort  or  convenience.  Thus,  the 
grant  of  the  right  to  the  railway  companies  to  construct  and  operate 
street  railways  in  the  city,  the  agreement  to  divide  the  net  receipts 
between  the  railway  companies  and  the  city  and  the  option  given 
to  the  city  to  purchase  the  railway  properties  at  a  certain  price 
are  all  matters  which  do  not  affect  the  puljlic  safety,  welfare,  com- 
fort or  convenience,  because  it  is  immaterial  to  the  public  what 
person  or  corporation  operates  the  street  railways  or  what  disposi- 
tion is  made  of  the  profits,  and  over  those  matters  neither  the  State 
nor  the  State  Public  Utilities  Commission  has  any  control  liy  vitrue 
of  the  police  power.  Nor  has  the  Commission  by  the  order  here 
complained  of  assumed  to  exercise  control  over  any  such  matters. 
The  order  requires  only  such  things  to  be  done  by  the  railway  com- 
panies as  will,  in  the  judgment  of  the  Commission,  improve  the 
service  furnished  the  public,  and  in  so  far  as  the  order  conflicts  with 
the  ordinances  concerning  such  matters  the  order  of  the  Commission 
supersedes  and  sets  aside  the  provisions  of  the  ordinances,  l)ut  does 
not,  within  the  meaning  of  the  constitutional  prohiljition,  impair  the 
obligation  of  any  contract,  because  the  city  had  no  power  to  contract 
away  any  of  the  police;  powers  delegated  to  it  by  the  legislature.  In 
City  of  Chicago  v.  Chicago  Union  Traction  Co.  199  111.  2.59,  we  said 
'The  city,  as  the  representative  of  the  State,  is  invested  with  power 
to  enact  and  enforce  all  ordinances  necessary  to  prescribe  regulations 
and  restrictions  needful  for  the  preservation  of  the  health,  safety  and 
comfort  of  the  people.  The  exercise  of  this  power  affects  the  public 
and  becomes  a  duty,  the  performance  whereof  is  obligatory  on  the 
city.     The  city  could  not,  by  the  terms  and  conilitions  of  the  former 
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ordinance,  deprive  itself  of  this  power  or  relieve  itself  of  this  duty, 
nor  could  the  defendant  in  error  company,  by  any  contractual  terms 
of  an  ordinance  exempt  itself  from  the  proper  and  reasonable  control 
of  the  municipal  authorities  in  matters  affecting  the  health,  safety 
or  comfort  of  the  people.  "No  contract  can  be  made  which  assumes 
to  surrender  or  alienate  a  strictly  governmental  power  which  is  re- 
quired to  continue  in  existence  for  the  welfare  of  the  public.  This  is 
especially  true  of  the  police  power,  for  it  is  incapable  of  alienation. 
It  cannot  be  doubted  that  a  company  which  secures  the  right  to  use 
the  streets  of  a  municipal  corporation  takes  it  subject  to  the  police 
power  resident  in  the  State  as  an  inalienable  attribute  of  sovereignty." 
Elliott  on  Roads  and  Streets,  p.  801.'  Again  in  Otis  Elevator  Co.  v. 
City  of  Chicago,  263  111.  419,  referring  to  the  police  power,  we  said: 
'But  the  power  is  incapable  of  alienation,  and  no  valid  contract  can 
be  made  which  assumes  to  surrender  or  alienate  such  a  power  which 
is  recfuired  to  continue  in  existence  for  the  welfare  of  the  public' 
The  principle  is  again  recognized  in  City  of  Chicago  v.  Chicago  City 
Railway  Co.  supra,  in  the  following  language:  'It  is  true  that  a 
municipality  cannot  contract  away  the  right  to  exercise  the  police 
power  to  secure  and  protect  the  morals,  safety,  health,  order,  com- 
fort, or  welfare  of  the  public  nor  limit  or  restrain  by  any  agreement 
the  full  exercise  of  that  power.'  We  have  accordingly  held  that  a 
city  cannot  contract  away  its  right,  under  the  police  power,  to  fix 
reasonable  rates  to  be  charged  by  a  public  utility  furnishing  water 
to  the  citv  and  its  inhabitants.  Rogers  Park  Water  Co.  v.  Fergus, 
178  111.  571;  City  of  Danville  v.  Danville  Water  Co.  178  id.  299; 
Freeport  Water  Co.  v.  City  of  Freeport,  186  id.  179. 
"If  the  City  of  Chicago,  in  entering  into  the  contracts  with  the  rail- 
way companies,  has  seen  fit  to  make  its  option  to  purchase  the  street 
railway  system,  or  its  right  to  a  certain  portion  of  the  net  receipts 
derived  from  the  operation  of  the  system,  or  any  other  rights  reserved 
to  it  by  the  ordinances,  dependent  upon  the  non-exercise  of  the  police 
power  by  the  State,  it  cannot  be  heard  to  complain  that  by  the  ex- 
ercise of  the  police  power  by  the  State,  through  the  State  Public 
Utilities  Commission,  it  will  lose  its  right  to  those  benefits  reserved 
to  it  by  the  ordinances. 
240 — Commission  Procedure. 

"Appellees  contend  that  the  order  is  unreasonable  and  that  the 
connnission  should  therefore  be  enjoined  from  enforcing  it.  The 
question  of  the  reasonableness  of  the  order  cannot  be  determined  in 
this  i)roceeding.  The  Public  Utilities  act  provides  for  a  hearing  be- 
fore the  connnission  upon  that  question,  at  which  the  person  or  cor- 
poration complained  of  is  entitled  to  be  heard  anil  to  hitrotluce  evi- 
dence, and  if  such  person  or  corporation  desires  to  contest  the  reason- 
ableness of  the  order  made  by  the  commission  after  such  hearing,  he 
or  it  is  by  the  act  allowed  an  appeal  to  the  circuit  court  of  Sangamon 
county  and  a  further  ai)peal  to  this  court.  The  statutory  method 
of  reviewing  the  reasonableness  of  orders  of  the  commission  is  ex- 
clusive.    ..." 
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NEW  JERSEY 

244 — Rehearings  and  Appeal. 

Erie  R.  Co.  v.  Board  of  Public  Utility"  Commissioners,  et  al.  De- 
cision of  the  Court  of  Errors  and  Appeals  of  New  Jersey,  March 
5,  1917.     100  Atlantic  346. 

A  decision  of  the  New  Jersey  Supreme  Court  (87  N.  J.  Law,  438,  95 
Atl.  177)  set  aside  part  of  an  order  of  the  Board  of  PuhHc  Utihty  Com- 
missioners with  directions  that  certam  modifications  be  made  by  the 
Board.  The  Court  of  Errors  and  Appeals  in  reviewing  the  order  of 
the  lower  court  says: 

"The  statute  involved  in  this  discussion  is  an  act  concerning  public 
utilities  (P.  L.  1911,  Section  38,  chapter  195,  p.  374),  the  pertinent 
part  of  which  is: 

"  'The  Supreme  Court  is  hereby  given  jurisdiction  to  review  said 
order  of  the  board,  and  to  set  aside  such  order  when  it  clearly  appears 
that  there  was  no  e\'idence  before  the  board  to  support  reasonably 
such  order,  or  that  the  same  was  without  the  jurisdiction  of  the 
board.' 

"It  requires  no  argument  or  illustration  to  demonstrate  the  point 
that  under  this  statute,  the  Supreme  Court  having  concluded  there 
was  no  evidence  to  support  a  certain  part  of  the  order,  the  order  of 
the  board  of  public  utility  commissioners  should  have  been  set  aside 
in  toto,  without  directing  or  ordermg  the  Ijoard  of  pubhc  utility 
commissioners  to  either  revise  or  modify  the  order.  What  order 
should  be  made  in  lieu  of  the  one  set  aside  rests  exclusively  within 
the  jurisdiction  of  the  board  of  pubhc  utility  commissioners. 

"We  therefore  conclude  the  judgment  of  the  Supreme  Court  for 
the  above  error  should  be  set  aside,  because  the  Supreme  Court  had 
no  power  to  mal^e  such  an  order  or  judgment  under  the  statute. 
The  power  of  the  Supreme  Court  under  the  above  statute  must  be 
limited  either  to  affii-m  or  to  set  aside  the  order  of  the  board  of 
public  utihty  commissioners  as  a  whole.  The  rule  to  be  applied  is 
illustrated  in  cases  from  our  reports.  Public  Service  Gas  Co.  v. 
Board  of  Public  Utihty  Commissioners,  84  N.  J.  Law,  463,  87  Atl. 
651;  Id.,  87  N.  J.  Law,  581,  597,  92  Atl.  606,  94  Atl.  634,  95  Atl. 
1079." 

The  judgment  of  the  Supreme  Court  is  reversed  and  the  order  of  the 
Board  of  Public  Utility  Commissioners  is  set  aside  in  toto. 

OHIO 

990— Employes. 

Citizen's  Gas  and  Electric  Co.  v.  Black.     Decision  r 
Court  of  Ohio.     November  28,  1916.     115  Northeast. 

The  court  holds  that  a  corporation  i.s   liable  for  slander  vitte' 
managing  agent,  to  whom  has  been  entrusted  the  control  of  its 
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distributiiig  gas  and  electricity  in  a  city,  when  the  slanderous  words,  unprovoked 
and  not  due  to  personal  malice,  were  spoken  by  the  agent  in  the  prosecution  and 
furtherance  of  his  principal's  business  touching  the  matter  in  which  he  was  em- 
powered to  act. 


112.1 — Indeterminate  Permit. 

ELECTRIC  AND  TELEPHONE  CONCESSION  IN  PANAMA 

The  Government  of  Panama  has  granted  a  concession  to  Henry  Whalaud  Gatlin 
for  the  establishment  and  maintenance  of  electric  plants  and  telephone  systems 
throughout  Panama.  The  permit  is  indeterminate.  The  contract  provides  that 
it  shall  remain  in  force  so  long  as  the  concessionaire  maintains  electric  plants 
and  installations. 

The  concessionaire  must  present  a  detailed  plan  of  the  plants  he  purposes  to  install 
in  various  parts  of  the  country  within  3  years  from  the  date  of  this  concession, 
an(i  he  must  begin  the  work  within  the  following  year.  In  cities  of  more  than 
45,000  inhabitants  all  wires  must  be  placed  underground. 

In  the  cities  of  Panama  and  Colon  the  charges  to  individuals  for  electricity  shall 
be  not  more  than  16  cents  (American)  per  kilowatt  hour.  The  cliarges  to  the 
Government  or  the  municipalities  of  these  cities  for  illumination  of  streets  or 
public  buildings  all  night  shall  not  exceed  $16  monthly  for  each  arc  light  of  6.6 
amperes,  $2  monthly  for  each  32-candlepower  lamp,  $1.35  for  each  incandescent 
lamp  of  25  eandlepower,  and  a  proportional  increase  for  additional  candlepower. 
If  the  electricity  furnished  the  Government  is  calculated  by  meter,  the  price  shall 
not  exceed  12  cents  per  kilowatt  hour.  The  concessionaire  shall  have  the  right 
to  charge  each  client  a  minimum  rate  of  .$1  per  month  for  light  and  $1  per  metered 
horsepower.  The  concessionaire  agrees  to  pay  to  the  Government  2  per  cent  of 
the  gross  receipts  for  electric  service  each  quarter,  and  he  agrees  to  effect  an 
arrangement  within  60  days  from  the  approval  of  this  contract  whereby  the  Panama 
American  Corporation  shall  not  charge  the  Government  more  for  its  electric-light 
service  than  the  maximum  rates  named  in  the  present  concession.  The  conces- 
sionaire may  transfer  his  rights  to  another  individual  or  company,  but  not  to  any 
foreign  government. 


CORRECTION 

In  quoting  from  the  opinion  of  the  Illinois  Commission  in  the  case,  City  of  Lincoln 
V.  Lincoln  \V.\ter  .\nd  Light  Comp.\nv  an  error  occurred  on  page  267  of  Vol.  10, 
No.  17,  of  Rate  Rese.\rch.  In  line  7,  the  word  "not"  should  be  omitted  from 
the  phrase  "does  not  presume."     The  sentence  should  read: 

"*n   original   cost  valuation,  however,  docs  presume  to  reflect  the  conditions 
-  which  the  bargain  between  a  utility  and  its  consumers  was  consummated." 
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COMMISSION  DECISIONS 
OREGON 


310— Valuation. 

Portland  Railway  Light  and  Power  Company,  Investigation  of  tlie 
Value  of  the  Property.  Decision  of  the  Oregon  Public  Service 
Commission,  Reviewing  Preliminary  Decision  and  Fixing  the  Value 
of  the  Property.     April  30,  1917. 

The  Commission  on  its  own  motion  began  an  investigation  of  the  rates 
charged  for  electric  and  railway  service  of  the  Portland  Railway  Light 
and  Power  Company.  The  findings  of  the  Connnission  as  to  the 
value  of  the  properties  were  given  in  a  prehminary  decision  reported  in 
9  Rate  Research  202,  21.5.  The  Commission  granted  a  rehearing  of 
the  findings  set  forth  in  the  preliminary  report,  and  the  revised  appraisal 
of  the  properties  is  given  in  its  decision  rendcrctl  April  30,  1917,  leaving 
the  determination  of  rates  for  the  electric  service  and  railway  service  for 
separate  consideration  in  subsequent  proceedings. 

Regarding  the  vblue  to  be  determined  the  Commission  says : 

"As  stated  in  the  preliminary  findings,  this  investigation  involves  a 
study  of  l)oth  railroad  and  jiulilic  utility  properties,  and  the  Com- 
mi.ssion  olitains  its  jurisdiction  from  two  separate  legislative  acts. 
The  act  controlling  in  the  matter  of  the  valuation  of  railroad  property 
seems  to  contemplate  no  final  or  ultimate  finding  of  value,  but 
rather  indicates  that  findings  as  to  the  particular  elements  of  value 
shall  be  made,  without  any  summation  into  a  final,  composite 
figure  of  value.  On  the  other  hand,  the  public  utility  act  seems  to 
contemplate  the  finding  of  a  final  figure. 

"The  term  'valu<''  has  been  used  in  such  a  careless  and  indiscriminate 
manner  ])y  courts,  commissions,  and  economists  that  it  has  led  to  a 
gi'eat  deal  of  confusion  as  to  its  precise  meaning  and  the  mere  use  of 
the  word,  without  definition,  is  apt  to  be  most  misleading.     The 

Editorial  Notb. — All  indented  matter  is  direct  quotation. 
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word  has  lieen  nmch  discussed  in  its  several  phases,  and  all  are 
agreed  that  the  purpose  for  which  the  finding  is  made  has  a  very 
material  bearing  upon  what  elements  should  be  included  in  the  term. 

"It  would  appear  that  the  legislature  in  drafting  the  act  which 
colthes  the  Commission  with  jurisdiction  over  railroads  had  in  mind 
this  condition  and  attempted  to  provide  a  means  of  perpetuating 
for  all  relevant  piu'jjoses  the  various  elements  which  enter  into  the 
various  concepts  to  which  the  term  'value'  has  been  ap])lied.  It  is 
equally  clear  in  drafting  the  pul)lic  utility  act,  the  legislature  had  in 
mind  the  finding  of  an  ultimate  figure  of  \-alue,  and  since  the  Com- 
mission exercises  no  jurisdiction  over  the  issuance  of  stocks  and 
bonds,  nor  questions  of  taxation,  nor  proceedings  looking  to  the 
fixing  of  values  for  piu'poses  of  sale  or  exchange,  it  is  evident  the 
'value'  contemplated  liy  the  legislature  is  the  value  for  rate  making 
liur|)oses.  This  value,  the  Commission  conceives,  to  be  an  expression 
in  dollars  of  the  aggregate  of  many  factors,  and  represents,  on  the 
one  hand,  the  amount  upon  which  the  utility  owner  is  entitletl  to 
base  a  claim  for  a  return,  and,  on  the  other  hand,  the  amount  upon 
which,  provided  it  requires  the  imposition  of  no  unreasonable,  unjust 
nor  unjustly  discriminatory  rates,  the  rate  payer  should  pay  a  return. 
As  such  it  is  clearly  distinguished  from  exchange  value,  or  other  like 
concepts  to  which  the  term  'value'  has  been  applied.  It  is  a  partic- 
ular value  for  a  jjarticular  iiur])ose,  based  upon  only  such  elements 
as  are  relevant  when  considered  m  the  light  of  such  particular 
purpose.  It  is  a  result  and  not  a  premise;  it  is  a  l)ase  upon  which  to 
l3uild  a  rate  structure. 

"In  order  to  satisfy  the  requirements  of  both  acts  under  which  the 
Commission  is  operating  in  this  i^articular  instance,  and  with  a  view 
of  making  these  findings  of  the  utmost  utility  and  value,  findings  will 
be  made  covering  (1)  the  various  elements  which  are  conniion  to  the 
greater  number  of  concepts  variously  designated  as  'value',  and  ('2)  a 
final,  composite  figure  which  represents  the  Commission's  opinion 
of  the  'value  for  rate  making  purposes'  as  above  defined.  All 
findmgs  as  to  non-utility  property  are  based  upon  its  value  for  rate 
making  jiin-poses  if  de\'oted  to  the  public  use,  and  actually  used  and 
useful  in  the  service  of  the  public." 

The  Commission  finds  that  the  original  cost  of  the  properties  to  the 
present  investors,  including  development  cost,  working  cajjital,  invest- 
ments in  subsidiary  corporations  and  construction  work  in  progress  as  of 
December  31,  1916,  was  .151,001,147.35.  The  reproduction  co.st  new  as 
of  the  same  date  was  estimated  as  .141,461,088.31  of  the  utility  property 
and  $7,512,514.65  non-utility  property  and  the  reproduction  cost  less 
depreciation  was  .f37,'240,357".()'2,  total  utility  property  and  .$7,182,051.65 
non-utilitv  jiropertv.  The  par  value  of  the  stocks  and  lionds  (February 
6,  19b")),  was  §64,9(;4.()00  and  the  market  value  was  .'ii;43, 189,304.  In 
conclusion  (he  Commission  says: 

"Based  upon  a  considd'ation  of  tlu'sc  elements,  in  the  light  of  ihe 
entir(>  record  hefore  il.  and  making  due  allowance  for  development 
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cost  and  working  capital,  the  Commission  now  finds  as  fact  that  the 
value  of  the  utility  proijerty  of  the  Portland  Railway  Light  and 
Power  Company  for  rate  making  pm'poses,  as  that  value  is  herein- 
before defined,  plus  the  value  of  the  non -utility  property  determined 
on    the    same    basis,    was    on    December    31,    1916,    the    sum    of 
.155,307,474.19.     Of    this    amount,    $8,444,502.27    represents    non- 
utilitv  propertv,  leaving  a  total  valuation  of  the  property  used  and 
useful  in  the  service  of  the  public  of  $46,8(52,971.92." 
This  value  was  apportioned  as  follows:     Electric  divisions — Portland, 
$17,689,980.30,    Willamette    Valley,    $1,177,004.45,    and    Vancouver, 
$625,168.31,  Total  $19,492,153.06;    Railway  division,    $27,159,021.62; 
and  the  Salem  Gas  utility  $21 1 ,797.24. 

The  holdings  of  the  Commission  on  %'arious  elements  of  value  brought  in 
question  in  the  motion  for  rehearing  are  abstracted  in  the  following. 

315.1— Going  Value. 

"In  its  j)reliminary  findings,  the  Commission  refused  to  consider  the 
calculation  presented  by  the  respondent  as  sufficient  to  warrant  a 
finding  as  to  this  element,  and  indicated  that  it  would  welcome 
additional  evidence,  if  the  utility  desired  to  present  it,  upon  this 
point.  (9  R.\TE  Rese.\rch  215).  Such  additional  evidence  has  now 
been  introduced,  in  the  form  of  a  calculation  based  upon  what  is 
commonly  known  as  the  'Accumulated  Deficit  Theory'  or  'Wisconsin 
Method',  the  development  period  being  assumed  to  extend  from  the 
time  of  the  acquisition  of  the  properties  by  the  present  investors. 

"There  appears  to  be  more  or  less  confusion  as  to  the  term  to  be 
applied  to  this  intangil:)le  element  which  enters  into  the  value  of  a 
utility  property.  'Going  Value',  'Going  Concern  Value',  'Going 
Cost'  and  'Development  Cost'  seem  to  have  lieen  variously  used  by 
the  courts  and  commission,  l)ut  l;)y  whatever  a];)]iella.tion  it  should  be 
known,  the  amount  which  this  Commission  will  allow  in  a  rate  case 
for  this  element  of  value  is  that  sum  which  represents  the  reasonable 
cost  of  attaching  the  noi'mal  business  to  a  plant  reasonably  required 
to  serve  the  territory  covered.  The  term  'Development  Cost'  seems 
to  be  the  most  appropriate  to  apply,  and  it  will  be  used,  as  thus 
defined,  throughout  these  findings. 

"It  is  apparent  from  this  definition  that  a  development  cost  is  a 
necessary  investment  in  every  operated  utility  plant,  irrespective 
of  whethei'  the  results  from  its  operations  have  been  good  or  bad. 
Deficits,  while  they  may  be  indicative  of  the  period  of  development, 
and  do  have  a  more  or  less  direct  bearing  upon  the  ascertainment  of  a 
proper  allowance  for  development  cost,  are  by  no  means  conclusive 
as  a  measure  of  that  allowance.  Deficits  may  and  not  infrequently 
do,  result  from  the  lack  of  development  work.  If  no  develojiment 
expenses  whatever  were  incurred,  deficits  would  be  a  permanent 
fcatui'c  of  the  utility's  operations,  and  the  greater  the  deficit,  due  to 
the  lack  of  development  woi'k,  the  greater  the  development  cost  would 
become  under  this  accumulated  deficit  theory.  Thus  the  interesting 
situation,  to  .say  the  least,  is  presented  that  the  less  expense  the  utility 
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incurs  in  developing  its  business,  the  greater  claim  it  is  entitled  to 
make  for  a  development  cost.  It  must  be  conceded  that  many  other 
elements  must  be  considered  and  that  the  problem  is  far  greater  than 
the  mere  calculation  of  the  accumulated  deficit.  Theoretical 
calculations,  based  upon  such  formulae  as  have  been  presented 
are  worthy  of  serious  consideration,  and  may  be  of  great  assistance  in 
determining  a  fair  de\elopment  cost,  but  they  are  not  to  be  con- 
sidered as  conclusive  as  to  its  amount.  It  may  be  possible  to  evolve 
a  formula  which  properly  applied  in  a  ijarticular  mstance  will  give 
due  consideration  to  all  the  elements  which  should  receive  attention, 
but  such  has  not  been  pre.'^ented  Ln  this  case,  nor  has  such  a  formula, 
as  yet  come  to  the  attention  of  this  Commission.  The  question  of 
the  reasonableness  of  the  allowance  is  of  prime  importance,  and  under 
its  present  enlightenment,  the  Commission  is  of  the  opmion  that  the 
determination  of  a  proper  allowance  for  development  cost  must  rest 
upon  the  judgment  and  discretion  of  the  determining  body,  after 
a  full  consideration  of  the  history  of  the  i^hysical  plant  of  the  utility, 
and  of  its  rates,  results  of  operations,  operating  organization  and 
attached  business;  the  nature  and  size  of  the  territory  served, 
growth  of  population,  and  kmd,  number  and  general  circumstances 
of  its  patrons;  the  general  commercial  conditions  during  the  life 
of  the  plant,  and  dining  the  ownership  by  the  present  investors;  the 
terms  of,  and  conrlitions  under  which  transfers  of  ownership  have 
occured;  the  financial  history  of  the  plant;  the  progress  of  the  art, 
and  general  attitude  of  the  public  toward  its  utility  prodvict;  the 
competitive  conditions,  if  any,  and  all  other  matters  and  thhigs, 
which  in  the  particular  mstance,  may  have  a  bearmg  upon  the 
subject. 

"Such  has  been  the  course  pursued  in  this  case  in  arriving  at  the 
amount  which  the  Commission  deems  to  be  just  and  reasonable  and 
which  has  been  allowed  in  the  final  finding  of  value  as  hereinafter 
set  forth." 

319.1— Water  Power  Rights. 

The  comjiany  sul)mitted  calculations  of  the  value  of  its  water  power 

rights.     The  estimate  of  the  value  of  the  water  power  at  Oregon  City, 

for  example,  was  derived  as  follows: 

"The  price  per  annum  per  horsepower  for  which  raw  water  power  is 
now  being  sold  at  Oregon  City  by  the  respondent  in  more  or  less 
large  quantities  to  pi'ivate  industries  (paper  mills)  was  applied  to 
all  power  devoted  to  the  public  service  by  the  company  at  this  point. 
From  the  figm-e  thus  obtained  was  deducted  the  exjiense  which  would 
be  incident  to  the  furnishmg  of  this  power  as  raw  jiower,  and  the 
net  annual  return  was  then  capitalized,  the  resulting  figure,  it  is 
claimed,  being  the  'actual  value'  of  these  water  power  rights.  It  is 
statctl  by  the  utility's  expert  that  this  is  'one  of  the  very  few  water 
powei'  calculations  ever  made  which  could  be  definitely  substan- 
tiated' and  the  Commission  is  importuned  to  treat  the  figures 
submitted  as  conclusive,  and  accept  them  as  the  value  of  these 
powers." 
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The  Commission  points  out  that  the  withth'awal  of  this  power  from  the 
public  use  to  devote  it  to  the  use  of  private  industries,  which  were  shown 
to  be  ready  and  willing  to  utilize  this  power  at  the  price  used  in  the 
calculation,  would  involve  the  abandonment  of  considerable  utility 
property.     The  Commission  continues: 

"This  abandonment,  according  to  the  company's  expert,  would  result 
in  losing,  'An  investment  not  to  be  recovered  of  $1,039,000.'  The 
'value'  derived  by  the  calculation  for  the  water  power  devoted  to  the 
public  use,  using  an  8%  return  as  a  basis,  and  the  average  sale  j^rice 
of  $14.67  per  horsepower,  per  year,  was  $2,394,573.00.  This  figure 
may  be  said  to  represent  the  value  of  the  power  under  consideration 
to  the  pri\ate  industries  at  Oregon  City,  but  it  does  not  necessarily 
represent  the  \alue  to  the  present  owners,  the  utility.  On  the 
contrary,  smce  in  order  to  avail  them.sehes  of  the  opportunity  to 
dispose  of  the  power  at  this  price,  they  must  sacrifice  some  $1,039,000, 
it  would  seem  to  logically  follow  that  this  calculation  does  not 
conclusively  establish  the  fair  market  value  of  these  power  rights. 
It  is  manifestly  not  a  figure  that  would,  under  the  conditions  pre- 
vailing, cause  a  transfer  of  these  rights  from  the  utility  as  a  willing 
seller  to  the  private  industries  as  a  willing  buyer.  If  any  value  has 
been  established  lay  this  calculation  it  is  a  value  to  a  private  party 
for  a  specific  purpose.  Such  a  value  is  not  necessarily  its  value  in 
the  pubUc  service.  While  it  is  a  just  ]irinciple  that  a  value  existing 
in  private  service  should  be  recognized  if  tlc\oted  to  the  public  service, 
in  matters  of  rate  regulation  it  must  bear  this  qualification ;  provided 
the  property  which  has  this  value  in  the  private  service  cannot  be 
duplicated  in  the  public  service  for  less  than  its  value  in  the  partic- 
ular private  service.  A])plied  to  the  jDarticular  case  under  consider- 
ation, here  is  a  given  amount  of  energy  which  if  applied  to  a  particular 
private  use  at  a  pai-ticular  point  may  be  worth  a  gi\-en  amount  of 
money,  but  when  applied  to  the  public  use,  it  must  enter  into  com- 
petition with  other  power  uncler  entirely  different  competitive 
conditions  than  exist  at  the  site  of  its  private  use.  If  energy  can  be 
delivered  from  any  point  to  the  point  of  utilization  lay  the  public  at 
a  cheaper  rate  than  it  can  be  delivered  from  this  particular  water 
power  site  (the  water  right  at  its  value  in  the  private  service  being 
considered  in  arriving  at  the  unit  cost)  then  the  water  power  will 
deteriorate  in  value  for  public  use  in  a  measure  indicated  liy  the 
comparative  cost  to  serve  from  the  cheaper  source.  It  then  becomes 
important  to  consider  the  next  available  source  of  power. 

"In  connection  with  the  next  available  source,  however,  it  must  be 
borne  clearly  in  mind  that  the  cost  of  sujiplying  power  from  the 
alternative  soiucc  furnishes,  not  a  measure  of  the  value  of  the  power 
under  consideration,  Init  only  a  measuie  of  its  maximum  possible 
value — the  true  value  may  be  considerably  less  since  it  is  dependent 
upon  many  other  considerations. 

"In  the  present  case  there  are  numerous  other  available  sources  of 
water   power   within   easy   transmission    tlistancc   of   the   point   of 
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utilization.  However,  iii  an  attempt  to  calculate  the  cost  of  generat- 
ing energy  at  these  sources  the  problem  of  ascertaining  the  value 
of  the  water  power  to  be  utilized,  with  no  standard  with  which  to 
gauge  it,  except  some  theoretical  calculation,  which  in  tvu'n  must 
look  to  the  next  available  source  as  a  maximum,  is  encountered. 
Ultimately  the  steam  or  gas  replacement  theory,  which  has  most  of 
the  ailments  to  which  water  power  value  theories  are  heir,  must  be 
resorted  to.  Since,  'value'  under  the  steam  or  gas  replacement 
theory  depends  upon  a  capitalized  saving,  and  the  cost  of  operation 
may,  and  does,  vary  with  the  market  prices,  to  measure  by  this 
theory  is  to  measure  with  a  variable.  Again,  its  acceptance  would 
operate  to  deprive  the  community  of  one  of  its  natural  resources 
and  permit  its  capitalization  for  the  sole  benefit  of  an  individual; 
the  question  of  the  propriety  of  such  action  is  open  to  debate,  and  at 
this  time  the  Commission  is  not  prepared  to  accept  any  theory  which 
will  operate  to  this  effect. 

"As  now  advised,  it  is  apparent  that  the  ascertainment  of  these 
water  riglit  values,  at  least  for  the  purposes  of  this  proceeding,  must 
rest  upon  reasonable  judgment  after  a  proper  consideration  of  all 
relevant  elements.  Computations,  such  as  have  been  submitted  in 
this  case,  are  valuable  as  indications  of  value,  and  they  have  received 
careful  consideration  and  have  been  given  such  weight  as  it  was 
deemed  they  merited  in  arriving  at  the  final  finding  of  value." 

312.2— Leases. 

The  Company  contended  for  the  inclusion  with  the  value  of  its  operating 
property  the  value  of  a  lease  on  a  parcel  of  land.     The  Conunission  says; 

"The  property  held  under  this  lease  is  an  integral  and  necessary  part 
of  this  utility's  intorurban  railway  system,  and  at  the  expiration  of 
the  lease  it  will  be  imiicrativc  that  the  respondent  again  acquire  the 
right  to  use  the  property,  either  by  purchase,  condemnation  or  a  new 
lease. 

"If  there  is  a  positive  value  in  the  lease  at  the  present  time,  there  is 
also  a  contingent  liability  set  up  by  reason  of  the  low  rental  value 
and  the  increase  in  value  of  this  property  since  this  lease  was  acquired, 
and  the  probable  fvu'ther  increase  liefore  its  expiration,  which  may 
be  found  in  the  final  analysis  to  more  than  offset  this  value.  The 
Commission  does  not  feel  justified  in  |)laring  a  value  u])on  this  lease. 

"However,  this  piece  of  property  is  actually  used  and  useful  in  the 
service  of  the  pul)lic,  and  the  Commission,  as  now  advised,  is  of  the 
opinion  that  for  the  purp()s(\s  of  this  in\estigation,  the  utility  is 
entitled  to  have  included  the  fair  value  of  this  ])r()perty,  ii-rcsjiective 
of  the  terms  and  conditions  inider  which  its  operation  is  controlled. 
This  theory  will  here  be  accepted  and  due  consideration  given  to  the 
value  of  this  land  in  the  findings  of  value  hereinafter  set  forth.  It 
follows  with  the  acceptance  of  this  theory  the  i-ental  paid  by  the 
respondent  for  the  use  of  this  i)roperty  must  be  withdrawn  as  a 
r'bai'g(!  to  opei'ating  expenses,  and  tjecome  a  ch.arge  against  income." 
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NEW  JERSEY 
132 — Protection  from  Competition. 

Peoples  Water  Company,  Application  For  Approval  of  a  Franchise. 
Decision  of  the  New  Jersey  Board  of  Public  Utility  Commissioners, 
Dismissing  the  Application  In  Order  to  Prevent  Unnecessary  Dupli- 
cation of  Facilities.     April  28,  1917. 

The  Board  was  asked  to  approve  an  ordinance  of  the  township  granting 
to  the  Peoples  Water  Company  the  privilege  of  ser\ing  a  portion  of  the 
townshi])  including  all  of  the  territory  now  served  by  the  Keansburg 
Water  Company.  The  Keansburg  Company  had  made  application 
for  a  permit  to  serve  the  township  but  such  application  was  never 
favorably  acted  upon.  It  was  urged  by  the  applicant  that  the  failure 
of  the  Keansbm-g  Company  to  secure  a  franchise  would  deprive  it  of  the 
benefits  of  the  rule  laid  down  by  this  Board  that  it  will  not  approve 
franchises  for  a  company  desiring  to  enter  the  same  region  as  that 
served  by  a  company  operating  under  a  franchise.  (Re  application 
Atlantic  Highlands  Gas  Company  (1911),  Reports  Board  of  Public 
Utility  Conunissioners  of  New  Jer.sey,  Vol.  1 ,  p. 7  [2  Rate  Research  291]; 
Consumers  Gas  Company  of  Millville,  Volume  1,  p.  6.50  [3  Rate  Re- 
search 171];  Phillipsburg's  Light,  Heat  and  Power  Company,  Vol.  2, 
p.  379  [4  Rate  Research  35.5 |  ). 

The  Commission  says: 

"To  this  proposal  we  are  unable  to  assent.  It  seems  to  us  to  overlook 
entirely  the  duty  cast  upon  this  Board  by  the  statute,  as  well  as  the 
reasoning  which  supports  the  rule  laid  down  in  the  Atlantic  Highlands 
Gas  Company  case. 

"In  the  Millville  case,  supra,  this  Board  said: 

"  'This  provision  seems  to  us  to  lodge  incontestaljly  with  the  Board 
the  duty  and  the  i-ight  to  decide,  after  hearing,  when  a  privilege  or 
franchise  granted  to  a  public  utility  by  any  political  subdivision  of 
the  State  "is  necessary  and  proper  for  the  public  convenience  and 
properly  conserves  the  public  interests."  If,  in  the  exercise  of  its 
legal  discretion  the  Board  shall  decide  that  a  duplication  of  apparatus 
for  afforfling  a  gi\cn  service,  together  with  the  as.sociated  double 
disturbance  of  the  public  highways,  is  "not  neces.sary  and  proper  for 
the  public  convenience"  and  "does  not  conserve  the  public  interests", 
the  statute  evidently  empowers  the  Board  to  withhold  its  assent  from 
a  grant  which  would  issue  in  public  inconvenience  or  which  would 
prejudice  the  public  interests.  Any  other  interpretation  of  this 
section  of  the  law  would  empty  it  of  all  significance.' 

"In  the  Atlantic  Highlands  case,  the  Board  set  forth  at  some  length 
the  consideration  which  moved  it  to  withhold  approval  of  a  competing 
franchise.  Applying  this  reasoning  to  the  instant  case,  we  are  unable 
to  conclude  that  the  approval  of  the  franchise  is  'necessary  and  proper 
for  the  public  convenience.' 
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"The  Keansburg  Company  is  presently  affording  a  reasonably  satisfac- 
tory service  to  all  who  desire  it  within  the  territory  in  which  it  may 
serve.  An  effort  was  made  to  show  that  meritorious  complaints 
had  been  made  of  its  failure  to  furnish  proper  service.  The  testimony 
submitted  related  to  a  very  few  instances  of  unsatisfactory  service. 
The  Board  has  carefully  considered  the  testimony  and  concludes 
that  these  isolated  instances  would  not  warrant  a  findinp;  that  the 
service  is  'improper'  or  that  the  facilities  are  'inadequate'.  As  the 
demand  increases,  the  company  will  be  under  the  legal  necessity 
of  increasing  its  supply  and  its  plant. 

"No  complaint  was  made  as  to  rates. 

"If  this  orduiance  was  approved,  we  should  be  merely  affording 
opi)ortunity  for  future  duiilication  of  investment  and  plant  to  serve 
a  community  now  lawfully  served  by  a  company  ready  and  willhig 
to  serve,  and  subject  to  the  jurisdiction  of  this  Board.  This  does 
not  appear  to  be  in  the  public  interest.  We  determine,  therefore, 
that  the  privilege  or  franchise  conferred  by  the  ordinance  submitted 
is  not  'necessary  and  proper  for  the  public  convenience,'  and  does  not 
'properly  conserve  the  public  interests',  and  withhold  approval. 

"The  duty  and  power  to  grant  franchises  are  upon  the  municipal 
legislative  body.  Its  judgment  only  controls  as  to  whom  they  will 
empower  to  serve,  and  this  Board  would  be  reluctant  to  invade  its 
functions.  If  the  township  connnittee  concludes  that  it  will  decline 
to  enfranchise  the  existing  company  to  extend  its  operations  into 
other  sections  of  the  township,  its  judgenmt  is  controllmg.  Having 
evidenced  its  preference  to  have  service  afforded  by  a  new  company, 
this  Board  will  do  everythmg  consistent  with  the  public  interest  and 
convenience  to  put  its  judgment  into  effect.  If  the  ordinance 
submitted  excluded  the  territory  now  lawfully  served  by  the  Keans- 
burg  Company,  the  Keansburg  Company  being  without  authority 
to  extend  its  system  beyond  the  limits  heretofore  described,  we 
should  approve  it." 

MICHIGAN 

221 — Capitaliz  ation . 

New  York  Centr.\l  Railroad  Company,  Application  for  Authority 
to  Issue  Additional  Capital  Stock.  Decision  of  the  Michigan  Rail- 
road Commission,  Granthig  the  Application  January  12,  1917.  Public 
Utilities  Reports,  19I7C,  p.  1. 

The  company  applied  for  authority  to  issue  additional  capital  stock 
for  the  puri)ose  of  reimliursing  its  treasury  for  moneys  aggregatmg 
.12.50,000,000,  expended  within  the  last  preceding  five  years,  but  not 
heretofore  cajiitalized.  Certain  objectors  contended  that  the  Michigan 
statute  is  not  sufficiently  broad  to  authorize  the  issuance  of  capital 
stock  for  the  pvu-i)ose  of  reimbursing  the  comiiany  for  money  expended 
from  operating  income  for  the  actiuisition  of  i)ropcrty  properly  charge- 
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able  to  capital  account,  as  is  permitted  uiuler  the  laws  of  New  York, 
for  expenditures  made  within  a  period  of  five  years  prior  to  the  filing 
of  an  application  before  the  Commission  for  authorization.  The 
Commission  holds  that  the  statutes  in  question  should  not  be  so  con- 
strued as  to  hamper  or  interfere  with  the  business  management  of 
railroad  corporations,  if  carried  on  in  a  reasonable  and  legitunate 
manner.     The  Commission  says: 

"It  is  unquestioned  that,  subject  to  the  approval  of  this  Commission, 
such  corporations  may  issue  capital  stock  for  the  purpose  of  acquiring 
property,  properly  chargeable  to  capital  account,  and,  from  an 
examination  of  the  \'arious  statutes,  we  are  of  the  opinion  that  such 
corporations  may,  likewise,  acquire  the  same  class  of  property  and 
pay  for  the  same  from  the  earnings  of  the  company  or  by  money 
borrowed  for  such  i:)urpose,  and  then  issue  capital  stock  for  the 
purpose  of  reimbursing  the  company  for  the  moneys  so  used  and 
taken  from  income,  or  to  repay  the  loan  secured. 

"In  the  case  of  Howell  v.  Chicago  &  N.  W.  R.  Co.  51  Barb.  378,  381, 
it  was  said:  'Having  this  power  to  increase  its  capital,  it  becomes 
immaterial  whether  such  increase  is  made  by  awardmg  the  stock 
to  stockholders  as  dividends  in  lieu  of  money,  retaining  the  money 
for  the  purposes  of  the  company,  or  by  paying  the  stockholders  the 
dividends  in  cash  from  the  earnings  of  the  company,  and  selling 
the  stock  in  the  market  to  raise  monev  for  the  use  of  the  corpora- 
tion.' Brvmer  v.  Butler  Water  Co.  179  Pa.  231,  251,  36  L.  R.  A. 
260,  36  Atl.  249;  State  v.  Baltimore  &  0.  R.  Co.  6  Gill,  363;  Minot  v. 
Paine,  99  Mass.  101,  96  Am.  Dec.  705. 

"Act  144  of  the  Public  Acts  of  1909  expressly  permits  the  issue  of 
stocks  for  the  '  .  .  .  lawful  refunding  of  obligations.  .  .  .  ' 
Under  the  authority  of  this  express  provision,  the  petitioner  could 
have  borrowed  money  and  issued  its  obligations  therefor  for  the 
purpose  of  acquiring  property.  It  could  then  have  come  to  this 
Commission  for  authority  to  issue  its  cai:)ital  stock  for  the  purpose 
of  refunding  the  obligations  created  by  such  transaction.  In  the 
instant  matter,  instead  of  borrowing  money  and  issuing  obligations, 
the  petitioner  has  used  its  funds  for  the  purpose  of  purchasing  the 
required  property. 

"The  objectors  contend  that  petitioners  are  attempting  to  do,  in- 
directly, that  which  they  are  not  permitted  to  do  directly — in  other 
words,  that  petitioner  is  attempting  to  reimburse  itself  for  the 
acquisition  of  |)roperty,  not  sanctioned  by  this  Commission,  and  that 
if  it  had  attempted,  in  the  first  instance,  to  issue  its  obligations  for 
the  purpose  of  liorrowing  money  to  purchase  the  property  in  question, 
it  would  have  been  necessary  to  secure  the  approval  of  this  Commis- 
sion before  the  issuance  of  the  said  obligations.  It  seems  to  us, 
however,  that  this  is  answered  by  saying  that  the  same  question  is 
now  presented  for  consideration  as  would  have  been  presented  had 
an  application  Ijeen  made  to  issue  secin"iti(^s  for  the  purpose  of 
securuig  the  necessary  funds  for  the  accjuisition  of  the  property, 
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namely,  the  propriety  of  the  expenditures — in  other  words,  it  seems 
to  us  that  it  is  within  the  province  of  this  Commission  to  inquire 
into  the  expenditures  made  in  the  acquisition  of  the  property  in 
question,  in  order  tl^at  we  may  properly  determine  the  question  of 
the  issuance  of  the  capital  stock  here  requested  for  the  purpose  of 
reimbursement,  and,  under  act  144  of  the  Public  Acts  of  1909,  we 
must  determine  whether  the  use  of  the  property  purchased  was 
reasonably  required  for  the  purposes  of  the  corporation. 

"It  was  not  the  legislatixe  intent  in  creatino;  this  Commission  that 
it  should  supjjlant  the  corporation  in  the  management  of  its  business 
affairs,  but  only  that  it  should  reasonably  regulate  such  management 
in  those  matters  wherein  the  public  is  concerned.  In  other  words, 
it  is  not  within  the  province  of  this  Conmiission  to  take  upon  itself 
the  internal  management  of  corporate  business.  The  Commission's 
authoi'ity  is  derived  alone  from  the  statutes;  hence,  in  determining 
with  respect  to  corporate  expenditures,  this  Connnission  is  limited 
to  a  determination  as  to  whether  the  expenditures  were  legal  and 
such  as  might  have  reasonably  been  made  by  the  corporate  manage- 
ment." 

COURT  DECISIONS 

ILLINOIS 

221 — General  Powers  of  Commissions — Issue  of  Stocks  and  Bonds. 

New  York  Cent.  K.  Co.  v.  Stevenson.  Decision  of  the  iSupREME 
Court  of  Illinois.  February  21,  1917.  Rehearing  Denied  April  6, 
1917.     115  Northeastern  633." 

The  New  York  Central  Railroad  Company  is  a  corporation  resulting 
from  the  consolidation  of  eleven  different  railroad  companies,  two  of 
which  were  Illinois  corporations.  These  two  corporations  asked  and 
were  granted  permission  from  the  Illinois  Public  Utilities  Connnission 
to  consolidate  and  thereupon  paid  into  the  state  treasvu'y  in  accordance 
with  the  requirements  of  Section  31  of  the  Illinois  Public  I'tilities  Act 
(Hurd's  Rev.  St.  1915-1916,  C.  Ilia)  a  .sum  equal  to  10  cents  for  every 
$100  of  capital  stock  of  the  proposed  consolidated  corporation.  The 
two  Illinois  companies  also  presented  to  the  Secretary  of  State,  for  filmg 
and  recording,  the  articles  of  consolidation  and  for  the  organization  of 
the  new  corporation.  The  Secretary  refused  to  accept  and  file  the 
])apers  mitil  the  companies  had  paid  the  fe(>  jirovided  for  by  the  statute 
known  as  the  Incor|)oration  Fee  Act  (Hurd's  Rev.  St.  1915-16,  c.  53, 
Sections  10a,  101)).  Section  10a  of  this  Act  reijuires  the  payment  to 
the  Secretary  of  State  of  .|50,  and  in  addition  thereto  «1  for  each  $1,000 
(if  cai)i1al  stock  over  $5,000.  This  the  companies  refuseil  to  jiay  on 
the  ground  that  the  provisions  of  the  Incori)oration  Fee  Act,  in  as  far 
as  they  might  apply  to  the  filing  and  recording  of  the  agreement  of  the 
consolidating  companies,  have  been  super.seded  and  repealed  by  the 
Public  I'tilities  Act.  The  Secretary  of  State,  however,  persisted  in 
his  refusal  to  file  the  papers  unless  the  amount   was  ])aid,  whereujion 
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payment  was  made  by  the  companies  under  an  agreement  with  the 
Secretary  of  State  that  he  would  hold  the  sum  for  a  limited  period  and 
then,  unless  enjoined  by  a  court  of  competent  jurisdiction,  would  pay 
it  into  the  state  treasury;  in  the  event  of  being  enjoined,  he  would  hold 
the  sum  subject  to  final  determination  and  order  in  the  case.  An 
injunction  was  granted  and  the  matter  brought  into  court  for  determ- 
ination. 

The  coin-t  points  out  that,  in  construing  statutes,  double  taxation  will 
never  be  pi'esumed,  and  that  before  such  an  effect  will  be  gi\-en  a  statute 
it  must  lunnistakably  appear  that  the  Legislature  so  intended  it.  The 
court  discusses  the  question  involved  as  follows: 

"The  tax  imposed  by  the  Incorporation  Fee  Act  and  that  imposed 
by  section  31  of  the  Public  Utilities  Act  are  required  to  be  paid  into 
the  state  treasury  for  state  pia-poses.  Both  are  measured  ):>y  the 
amount  of  stock  authorized  to  be  issued,  are  exacted  for  the  privilege 
of  exercising  a  coriX)rate  franchise  and  are  identical  in  nature  and 
amount. 

"The  right  to  issue  stock  is  necessary  to  the  exercise  of  the  corporate 
franchise. 

"  'It  is  impossible  to  conceive  of  a  corporation  existing  without  stock 
or  certificates  representing  the  interests  of  the  corporators  in  the 
organization.'  Keokuk  &  Western  R.  Co.  v.  Missouri,  152  U.  S. 
301,  14  Sup.  Ct.  592,  38  L.  Ed.  450. 

"Prior  to  the  passage  of  the  Public  Utilities  Act,  the  grant  of  a 
corporate  franchise  by  the  state  to  all  corporations  for  pecuniary 
profit  included  the  right  to  issue  the  full  amount  of  capital  stock. 
The  Public  Utilities  Act  placed  the  issuance  of  stock  of  public  utility 
corporations  under  the  control  of  the  commission,  and  exacted  pay- 
ment of  a  fee  or  tax  at  the  same  rate  required  by  the  Incorporation 
Fee  Act  as  a  condition  precedent  to  the  consent  of  the  commission 
to  the  issuance  of  stock.  The  whole  question  of  stock  issue,  it  would 
seem,  was  placed  under  the  control  of  the  utilities  commission.  By 
section  21  of  the  Public  Utilities  Act  the  commission  is  given  au- 
thority to  'grant  permission  for  the  issue  of  such  stocks  *  *  * 
in  the  amomit  applied  for,  or  in  a  lesser  amount,  or  not  at  all.'  It 
is  thus  clear  that  the  grant  by  the  state  of  the  right  to  be  a  public 
utility  corporation  no  longer  carries  with  it  the  uiuiualified  right  to 
issue  stock,  and  it  would  seem  reasonable  that,  when  the  Legislature 
took  the  right  to  authorize  the  issue  of  stock  from  the  arm  or  depart- 
ment of  state  where  it  had  previously  been  and  placed  it  in  another 
department  or  administrative  board,  it  impliedly  repealed  the 
exaction  required  under  the  former  law  for  the  exercise  of  a  right 
which  was  by  the  later  law  committed  to  another  department. 
The  amount  of  the  tax  imposed  by  the  two  acts  was  the  same,  viz. 
10  cents  for  each  -IIOO  of  stock  avithorized  to  be  issued.  True, 
under  the  general  iricorijoration  law  the  Secn^tary  of  State  had  no 
authority  to  limit  the  amount  of  the  stock  issued  by  the  corporation 
to  any  amount  less  than  its  authorized  capital,  while  the  utilities 
conunission  has  a  discretion  in  determining  the  amount  that  shall 
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be  authorized  to  be  issued.  That  does  not,  in  our  opinion,  indicate 
an  intention  of  the  Legislature  to  exact  double  taxation.  If  any  stock 
is  issued  by  consent  of  the  utilities  conunission,  the  puljlic  utility 
corporation  is  reqtnred  to  pay  10  cents  for  every  $100  so  issued,  and, 
if  the  full  amount  of  the  capital  stock  is  authorized  to  be  issued,  the 
state  will  receive  the  same  amount  provided  by  the  Incorporation 
Fee  Act.  In  this  case  less  than  the  full  amount  of  the  capital  stock 
was  asked  to  be,  and  was  authorized  to  be,  issued.  The  remainder 
of  the  stock  by  the  articles  of  consolidation  it  was  agreed  should 
issue  when  authorized  by  the  lioard  of  directors,  'with  the  appoval 
of  such  governmental  bodies  as  shall  have  authority  in  the  premises.' 
From  a  consideration  of  the  two  acts  we  are  of  opinion  that  to  hold 
that  jjaynient  is  reciuired  under  the  Incorporation  Fee  Act  and  also 
under  section  31  of  the  Public  Utilities  Act  is  dou!)le  taxation,  and 
we  are  unable  to  see  any  intention  of  the  Legislature,  plainly  and 
unmistakably,  to  impose  both." 


REFERENCES 

RATES 

410 — Cost  of  Service. 

Mounting  Costs  Halt  R.\te  Reductions.  Electrical  World,  May  5, 
1917,  p.  843.     1  page. 

Under  conditions  in  the  past,  the  central  station  by  developing  vohniie  of  business 
and  diversity  of  demand  has  been  able  to  gradually  reduce  the  cost  of  electricity 
to  the  consumer.  A  chart,  illustrating  graphically  the  fluctuation  in  prices  from 
1S96  to  1916,  shows  that  the  cost  of  electricity  to  the  consumer  has  decreased  over 
70  per  cent,  while  certain  otlier  necessities  have  increased  from  .50  to  90  per  cent 
during  the  same  i)eriod.  At  the  present  time,  however,  the  companies  have  had 
to  face  the  drastic  increase  in  operating  costs.  A  chart  is  given  showing  the 
changes  in  all  electric  utility  costs  during  the  period  from  1913  to  1917  which  pre- 
.sents  in  a  striking  manner  the  rapid  increases  which  have  taken  place  in  the  last 
two  years.  It  is  lU'ged  that  under  such  conditions,  demands  should  not  be  made 
for  further  reductions  in  electric  rates.  Electrical  companies  are  entitled  to  a 
period  of  waiting  until  they  can  see  how  permanent  or  transient  are  the  factors 
now  affecting  their  costs  of  production. 


PUBLIC  SERVICE  REGULATION 

200 —Public  Service  Regulation    Law  and  Practice. 

Trend  of  Regul.\tiun  in  CalikornL'^,  by  AIax  Thelen.  Electrical 
World,  May  5,  1917,  p.  841.     U  pages. 

Mr.  Thelen,  President  of  the  California  Railroad  Conunission,  discusses  the 
jjolicies  of  that  Commission  in  regulating  public  utilities  in  California.  \  sum- 
mary is  given  of  the  ])rocecdings  which  are  before  the  Commission  for  considera- 
tion <luring  1917,  among  which  are  tlie  investigations  pertaining  to  electric  rates 
in  S.'Ui  Francisco  and  a  inunber  of  other  cities. 
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200 — Public  Service  Regulation — Law  and  Practice. 

Laws  and  Supreme  Court  Decisions  Affecting  Utility  Companies, 
by  E.  C.  Melby.  Electrical  Review  and  Western  Electrician,  May  5, 
1917,  p.  747.     If  pages. 

A  resume  is  given  of  a  few  of  the  more  important  state  laws  and  court  decisions 
affecting  the  fimdamental  principles  of  utility  operation. 

222 — Accounts. 

Electric  Utilities  Accounting,  by  W.  A.  Clader.  The  Journal  of 
Accountancy,  May,  1917,  p.  326.     lU  pages. 

The  classification  of  accounts  and  accounting  procedure  for  electric  utilities,  and 
the  possibilities  of  the  adoption  of  a  uniform  classification  of  accounts  to  meet  the 
needs  of  all  electric  light  and  power  companies,  the  public  service  commissions 
and  the  Interstate  Commerce  Commission,  are  discussed  in  this  paper.. 

MUNICIPALITIES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Supreme  Court  Upholds  Utility  Commission.  Weber's  Weekly,  May 
.5,  1917. 

The  article  discusses  the  decision  of  the  Illinois  Supreme  Court,  reported  in  last 
week's  issue  of  Rate  Research  (page  7.3)  in  City  of  Chicago  v.  O'Connell,  which 
sustains  the  power  of  the  Illinois  Public  Utilities  Commission  to  regulate  the 
service  of  the  Chicago  street  railways.  The  effect  of  this  decision  is  to  take  all 
regulation  of  public  utilities  out  of  the  control  of  city  councils  in  Illinois.  The 
defects  of  the  system  of  public  utility  regulation  by  city  council  are  pointed  out 
with  special  reference  to  the  situation  in  Chicago. 

GENERAL 

735.5— Meters. 

M,\xiMUM  Demand  Meters,  by  W.  A.  Hillebrand.  Journal  of  Elec- 
tricity, May  1,  1917.     p.  340.     2^  pages. 

Tj-pical  examples  of  demand  rates  are  given  to  show  the  relative  importance  of 
the  demand  recording  instrument  and  itti  accuracy  under  ilifferent  schedules. 
Various  types  of  demand  meters  are  illustrated  and  described  and  their  respective 
advantages  and  defects  pointed  out.  This  article  is  to  be  continued  in  later  issues 
of  the  Journal. 

750 — Comparative  Company  Data. 

February  Central  Station  Statistics.  Electrical  World,  May  5, 
1917,  p.  844.     2  pages. 

The  results  of  central  station  operation,  according  to  the  regular  reports  received 
.and  compiled  by  the  Electrical  World,  show  continued  increases  in  income  and 
output  for  February.  The  returns  from  central  stations  having  56  per  cent  of  the 
generating  capacity  of  the  entire  country  indicate  that  earnings  for  last  February 
totaled  .$:i.S,i)00,000,  an  increase  over  the  previous  February  of  13.4  per  cent,  while 
the  output  amounted  to  1,570,000,000  kilowatt-hours,  an  increase  of  21.5  per  cent. 
It  is  noted  that  a  shortage  in  coal  brought  to  the  central  stations  a  large  industrial 
load  that  otherwise  would  not  have  been  on  the  lines,  at  least  for  some  time. 
This  new  business  offset  the  decline  in  the  industrial  business  ihie  to  labor  condi- 
tions, shortage  of  raw  material,  and  other  factors. 
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783 — Standards  of  Service. 

National  I'^lectrical  Safety  Code,  For  Examination,  Trial  and  Con- 
.structive  Criticism.  Circular  of  the  Bureau  of  Standards,  No.  54. 
Issued  November  15,  1917.     323  pages. 

After  three  years  of  eontimious  study  and  investigation  and  the  thorough  revision 
of  preliminary  drafts,  the  Bureau  has  i.ssued  the  completed  text  of  the  National  Elec- 
trical Safety  Code  for  examination  and  use  on  trial.  The  code  consists  of  four 
principal  parts:  (1)  rules  for  the  installation  of  machinery,  switchboards,  and 
wiring  in  central  stations  and  siibstations,  (2)  rules  for  the  construction  of  over- 
head and  underground  lines  for  the  transmission  and  distribution  of  electrical 
energ}'  and  intelligence,  (3)  rules  for  the  installation  of  electrical  apjiaratus  and 
wiring  in  factories,  residences  and  wherever  electricity  is  utilized  for  light,  heat, 
or  power,  (4)  rules  for  safeguarding  employees  when  working  on  or  near  electrical 
machines  or  lines. 

980— Public  Relations. 

Constructive  Public  Policy  for  Utility  Growth.  Report  of  the 
Public  Policy  Committee  of  the  Pacific  Coast  Section  of  the  N.  E.  L. 
A.,  Riverside,  Cal.  April  19-21,  1917.  Journal  of  Electricity,  May  1, 
1917,  p.  335,  2f  pages. 

The  report  discusses  various  questions  affecting  commission  regulation,  rate 
making,  public  relations,  problems  of  employment,  taxation,  and  proper  co- 
operation betw'cen  utility  companies.  Regarding  municipally  owned  utilities 
the  report  says: 

"In  order  that  there  may  be  a  parity  between  municipally  owned  and  privately 
owned  utilities,  your  committee  is  firmly  of  the  opinion  that  the  state  should 
tax  municipally  owned  utilities  in  the  same  manner  and  at  the  same  rate  as 
.similar  utilities  ojjerated  by  privately  owned  companies.  Common  fainiess  of 
treatment,  and  the  state's  necessities,  would  .seem  to  dictate  this  jjolicy. 
Tax  exemption  of  publicly  owned  utilities,  results  in  an  uneven  and  unjust 
distribution  of  taxes.  Municipalities  were  not  the  pioneers  in  any  public 
utility  undertaking,  but  played  the  waiting  game  and  came  in  to  reap  the 
benefits  of  the  brains  and  capital  of  others  who  have  made  developments,  and 
it  seems  manifesjtly  mifair  that  they  should  now  take  advantage  of  them  still 
further  in  exemption  from  the  same  burdens  as  the  privately  owned  utilities 
have  to  endure." 


COURT  DECISION  REFERENCES 


112.5— Ordinance  Rates. 

Green  v.  San  Antonio  Water  Supply  Co.  Decision  of  the  Court 
of  Civil  Appeals  of  Texas.  February  21,  1917.  Rehearing  Denied 
March    28,    1917.     193  Southwestern  453. 

The  ('ourt  holds,  in  this  case,  that  a  water  company  operating  under  a  franchise 
which  i)rescribes  a  definite  flat  rate  and  a  definite  rate  for  water  measured  through 
a  meter,  cannot  collect  from  the  consumer  a  charge  for  nu'ter  rent  in  aildition 
to  the  charge  for  water.  3  Dillon  Municijial  Corporations  (.5111  ICd.)  p.  2'2\~ . 
Section  1320.  Fraiudiise  contracts  are  to  be  strictly  construed  in  favor  of  the 
granting  ]jower,  in  this  case  the  city.  In  ca.se  of  ambiguity  ox  fair  doubt  the 
settled  rule  of  construction  is  to  resolve  the  matter  in  favor  of  the  juiblic.  3 
Dillon.  ]i.  I'lll,  Section  13114,  note  1. 
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RATES 


ST.  LOUIS,  MISSOURI 

720— Rate  Schedules. 

The  Union  Electuic  Light  and  Power  Company,  St.  Louis,  Missouri. 
(Pop.  687,029.)     Changes  in  Electric  Rates. 

The  complete  schedules  of  the  Union  Electric  Light  and  Power  Com- 
pany as  of  June  10,  1916,  were  given  in  9  Rate  Research  231.  A 
subsequent  reduction  in  rates  made  in  accordance  with  the  company's 
policy  of  profit  sharing  was  noted  in  10  Rate  Research  175. 

In  its  schedule  for  residence  service  the  company  has  provided  that  if 
a  customer  installs  an  electric  range  the  tertiary  rate  shall  be  2  cents 
per  kilowatt-hour  instead  of  the  rate  of  3  cents  applicable  to  other 
residence  .service.  This  change  was  made  effective  as  of  May  1,  1917. 
Changes  have  also  been  made  in  the  increment  rate  for  commercial 
light  and  power  since  the  publication  of  the  rates  in  R.ate  Research. 

Future  reductions  in  rates  were  recently  announced  by  the  company 
as  follows: 

As  the  number  of  Company's  customers  increases  within  the  area 
of  the  present  city  limits  of  St.  Louis,  and  so  long  as  the  stated 
number  of  customers  is  retained  by  the  Company,  reductions  will 
be  made  in  the  following  mentioned  schedules  as  defined  below: 

(1)  "Light  and  Power  Service,  at  Increment  Rate." 

(2)  "Residence  Service  Schedule." 

Reductions  from 
When    total    numlier    of  present  base  rate 

customers  reaches  of  8c 


93,750  ic 

112,500  Ic 

131,250  He 

150,000  2c 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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The  two  schi'dulu.s  to  wliic'h  these  clunifies  apply,  as  at  present  in  effect, 
are  as  follows: 

INCREMENT  RATE. 

Commercial  Light  and  Power  Service— Low  Muiuuum. 
Rate. 

5  cents  per  kilowutt-liDur  for  the  first  300  kilovvatt-liours  consumed  per  month. 

6  cents  per  kilowatt-hour  for  the  next  .300  kilowatt-hours  consumed  per  month. 

4  cents  per  kilowatt-hour  for  all  excess  use. 

The  foregoing  rate  less  one-half  cent  per  kilowatt-hour  shall  apply  to  all  cus- 
tomers having  installations  of  2  kilowatts  or  more,  when  utilizing  Company's 
service  for  lighting  and  jjower  purposes  hereunder  and  not  receiving  free 
renewals  of  company's  standard  lamps. 

When  exclusive  power  service  is  furnished  hereunder,  the  foregoing  rate  less 
one-half  cent  per  kilowatt-hour  shall  also  apply  to  installation  of  2  kilowatts 
or  more. 

When  lighting  and  power  service  is  combined  hereunder,  the  foregoing  rate 
less  one-half  cent  per  kilowatt-hour  shall  apply  to  all  customers  having  instal- 
lations of  2  kilowatts  or  more. 

Prompt  Payment  Discount. 

5%  of  the  first  .S25.00  of  all  monthly  bills  and 

1%  on  amounts  in  excess  of  $25.00  for  payment  within  10  daj's  of  date  of  bill. 

Minimum  Charge. 

81.00  net  per  month.  • 

Lamp  Service. 

Free  renewals  of  Company's  standard  lamps  and  renewal  allowance  on  special 
incandescent  lamps. 

Term  of  Contract. 

One  year. 

RESIDENCE  SERVICE. 
Rate. 

5  cents  per  kilowatt  hour  for 

(1.)   The  first  4  kilowatt-hours  consumed  per  month  for  each  of  the  first  4 
active  rooms,  and  for 

(2.)  The  first  25  kilowatt-hours  consumed  per  month  for  each  of  the  active 
rooms  in  addition  to  the  first  4,  and 

6  cents  per  kilowatt-hour  for  additional  energy  until  a  total  of  7  kilowatt- 
hours  per  active  room  shall  have  been  consumed  during  the  month,  and  then 

3  cents  per  kilowatt-hovu'  for  all  energy  consumed  thiring  the  month  in  excess 
of  7  kilowatt-hours  per  active  room.  This  charge  will  be  reduced  to  2  cents 
per  kilowatt-hour  if  customer  installs  and  uses  an  electric  range  of  2j  kilowatt 

rating  or  l.'irgiM'. 

Determination  of  Active  Rooms. 

In  determining  the  number  of  active  rooni.s,  all  rooms  whether  containing 
lights  or  not  shall  be  counted,  except  the  following:  Three  rooms  which  are 
primarily  or  may  be  used  as  bed  rooms  (including  therein  finished  attic  or 
garret  rooms);  Itath  rooms,  basements,  garrets,  closets  and  back  porch. 

Prompt  Payment  Discount. 

5%  of  the  first  .12.5.00  of  all  monthly  bills  and 

1%  on  amounts  in  excess  of  $25.00  for  payment  within  II)  days  of  date  of  l)ill. 
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Minimum  Charge.  • 

50  cents  net  per  month. 

Term  of  Contract. 
One  yeai-. 

CLEVELAND,  OHIO 

720    Rate  Schedules. 

The  Clevel.\nd  Electric  Illuminating  Comp.\ny,  Cleveland,  Ohio. 
(Pop.  560,663.)  Increase  in  Coinmercial  Light  and  Power  Rates, 
Effective  May  1,  1917. 

The  schedule  formerly  in  effect  for  commercial  lightmg  and  power 
service  was  given  in  8  R,\te  Rese.^rch  180.  The  new  rates  are  as 
follows : 

COMMERCIAL  LIGHTING  AND  POWER. 

Available  for  commercial  lighting  and  power  service  in  excess  of  5  Icilowatts  of 
demand. 

Rate. 

Demand  Charge. 

$1.80  per  kilowatt  per  month  for  the  first  50  kilowatts  of  demand. 
$1.00  per  kilowatt  per  month  for  all  excess  over  50  kilowatts  of  demand, 
plus  an 

Energy  Charge  of 

2.8  cents  per  kilowatt-hour  for  the  first      2,500  kilowatt-hours  used  per  month. 
1.1  cents  per  kilowatt-hour  for  the  next   35,000  kilowatt-hours  used  per  month. 

.6  cent  per  kilowatt-hour  for  the  next  .310,000  kilowatt-hours  usee!  per  month. 

.5  cent  per  kilowatt-hour  for  all  e.xcess  use. 

Provided  That: 

(a)  If  the  kilowatt  demand  in  any  month  is  less  than  5  kilowatts,  the  demand 
rate  in  such  month  shall  be  $2.25  per  kilowatt  per  month  and  the  energy  charge 
shall  be  3  cents  per  kilowatt-hour. 

(b)  If  the  kilowatt  demand  in  any  month  is  5  kilowatts  or  more,  but  the  total 
number  of  kilowatt-hours  used  in  such  month  is  less  than  90  hours  use  of  such 
demand,  the  demand  rate  for  such  month  shall  be  $2.25  per  kilowatt  per  month, 
and  the  energy  charge  shall  be  3  cents  per  kilowatt-hour,  but  the  total  bill 
for  such  month  shall  not  exceed  90  hours  use  of  such  demand  at  the  regular 
demand  and  energy  rates  above  specified. 

(c)  No  bill  shall  be  rendered  at  a  higher  rate  than  10  cents  jier  kilowatt-hour 
for  all  energy  consumed. 

(d)  Where  the  demand  exceeds  500  kilowatts  and  the  company  elects  to  serve 
the  consumer  with  11,000  volt  current,  the  consumer  may  have  the  current 
metered  at  11,000  volts,  in  which  case  a  discount  of  3%  on  the  gross  bill  will 
be  allowed,  except  when  such  bill  is  computed  under  clauses  (a),  (b)  above. 

Determination  of  Demand. 

The  kilowatt  demand  shall  be  determined  monthly  by  demand  measiuements 
and  shall  be  the  average  of  the  weekly  maximum  one-hour  kilowatt  demands 
during  the  month. 
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Power  Factor. 

Wlit'ii  the  current  supply  is  alternating  and  the  greater  part  of  the  load  is 
power  and  the  billing  demand  exceeds  7.5  kilowatts,  the  company  reserves  the 
right  to  test  the  power  factor  of  the  consumer's  load  and  if  the  average  power 
factor  is  greater  than  7o%.  then  the  demand  shall  he  reduced  in  accordance 
with  the  following  formula: 

Billing  Demand  =  Kilowatt  demand  as  measured  -r  average  per  cent  power 
factor  X  "5. 

If  the  average  power  factor  is  less  than  60^,  then  the  demand  shall  be  iiH'reascd 
in  accordance  with  the  following  formula: 

Billing  Demand  =  Kilowatt  demand  as  measured  —  average  per  cent  power 
factor  X  (30. 

The  companj'  will  make  without  charge  a  power  factor  test  at  the  consumer's 
recjuest  once  a  year,  if  his  demand  exceeds  7.5  kilowatts.  By  power  factor 
is  meant  the  average  power  factor  under  norijial  operating  conditions. 

In  the  case  of  hoists,  elevators,  w-elding  machines,  furnaces  and  other  install- 
lations  where  the  use  of  electricity  is  intermittent  or  subject  to  violent  fluctua- 
tion, the  consumer  agrees,  if  requested  by  the  company,  to  furnish  at  his  own 
expense,  suitable  equipment  to  reasonably  limit  such  intermittence  or  fluctua- 
tion, or  to  have  the  Comj^any  base  the  consumer's  maximum  upon  75%  of  the 
kilo-volt-ampere  rating  of  the  a|)paratus  connected,  instead  of  on  the  average 
one  hour  demand. 

Prompt  Payment  Discount. 

Xiine. 

Minimum  Charge. 

The  Demand  Charge. 

Lamp  Service. 

Xonc. 

Term  of  Contract. 

One  year,  automatically  renewable  for  like  periods,  and  terminable  on  30 
days'  written  notice  prior  to  end  of  such  a  period. 


CHICAGO,  ILLINOIS 

720  -Rate  Schedules. 

Co.MMu.wvE.ALTH  Edi.son  C"omp.\ny,  Cliicago,  lUiiioi.s,  Changes  in  Kcjju- 
liir  Power  Service  Schedule,  Effective  as  of  May  1,  1917. 

Tlic  (V)nnnon\vealth  Efh.son  Company  has  recently  niade  a  change  in 
the  (lisco\mt  jiroxision  in  its  schedule  for  Regular  Power  Ser\ice,  Rate  B. 

The  schedule  was  given  in  •!  Hate  Research  118  and  a  new  standard 
rider  a])plical)le  to  this  sciiedule  was  given  in  10  Rate  Research  (IS. 
The  discoinit  provision  reads  as  follows: 

"Whenever  the  portion  of  any  monthly  hill  for  electricity  repre.sented 
Ijy  charges  at  the  G  cent  rate,  or  at  the  6  and  3  cent  rates,  shall 
(after  deducting  the  discount  for  jjrompt  payment  hereinafter  men- 
tioned)   exceed   S40.0U    (formerly   S4.">.()0)     the    Company   will    also 
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allow  a  discount  from  such  portion  in  accortlance  with  the  following 
table: 

When  such  portion  is  .S'40. 00  (formerly  $45.00J,   no  discount. 
When  such  portion  is  $50.00,  10  per  cent  discount,  etc. 


COMMISSION  DECISIONS 
DISTRICT  or  COLUMBIA 

310— Valuation. 

Valuation  of  the  Potom.\c  Electric  Power  Company,  and  Other 
Public  Utility  Properties  in  the  District  of  Columbia.  Opinion  and 
Findings  of  the  Public  Utilities  Commission  of  the  District  of 
Columbia,  May  2,  1917. 

The  Public  Utilities  law  of  the  District  of  Columbia  directs  the  Com- 
mission to  make  a  valuation  of  the  public  utility  properties  in  the 
District.  On  May  2,  1917,  the  Commission  made  a  report  of  its  find- 
ings with  regai'd  to  the  value  of  the  properties  of  the  Potomac  Electric 
Power  Company,  the  Ceorgetown  Gas  Light  Company,  the  Washington 
Gas  Light  Coin])any  and  the  Chesapeake  and  Potomac  Telephone  Com- 
pany. The  value  of  each  of  the  above  properties  was  determined  in  a 
separate  proceeding  and  a  separate  report  was  issued  in  each  case,  but 
because  of  the  similarity  of  these  proceedings  they  will  be  reported 
together  for  convenience. 

The  Commission  in  each  case  determines  the  historical  cost  of  the  prop- 
erty and  the  cost  to  reproduce  the  property  and  from  such  evidence 
determines  a  fair  value  for  rate  making  purposes. 

The  Commission's  discussion  of  accrued  dejireciation  and  the  fixing  of 
annual  rates  of  depreciation  for  the  properties  under  investigation  are 
reported  in  this  issue.  Other  points  of  general  interest  will  be  covered 
in  subsequent  issues  of  Rate  Research. 

360 — Depreciation. 

The  method  of  handling  depreciation  is  discussed  at  length  in  the 
Potomac  Electric  Power  Company  Case  and  in  the  other  cases  refer- 
ence is  made  to  the  Commission's  findings  in  that  case.  The  discussion 
is  as  follows : 

"The  cost  of  reproduction  report  of  the  Commission's  engineers 
includes  the  determination  of  accrued  dejireciation  on  the  so-called 
'straight-line  age,  life  basis'  and  of  aimual  deiireciation  amounts 
and  percentages  calculated  and  set  forth  on  two  bases;  first,  the 
straight-line  age,  life  basis  corresponding  to  and  conmicnsurate  with 
the  calculations  of  accrued  depreciation;  and  second,  on  the  '4  per 
cent  .sinking-fund  basis.' 

"The  'lives'  upon  which  the  calculations  were  based  were  the  useful 
or  service  lives  of  the  respective  indi\i(hiai  property  items  as  esti- 
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raateil  In-  the  coniniissioii's  engineers.  These  estimates  were  not 
made  from  so-called  life  or  mortuary  tables,  which  at  this  stage  of 
the  art  are  far  from  authoritative  even  as  to  the  general  averages 
which  they  represent  and  which  do  not  directly  apply  to  the  specific 
property  items  of  the  various  properties  in  connection  with  which 
they  may  be  used.  The  lives  were  estimated  in  this  case  specifically 
with  respect  to  the  actual  property  items  after  thorough  inspection 
in  the  field  and  after  full  consideration  of  the  niode  of  use  and  niam- 
tenance,  the  growth  of  the  business  and  property  of  the  company, 
the  state  of  the  art,  and  other  relevant  consitlcrations.  The  useful 
lives  so  estimated  take  into  account  both  physical  and  functional 
causes  of  useful  life  termination. 
362— Accrued  Depreciation. 

"It  is  an  incontestable  fact  that  all  parts  of  the  physical  property 
other  than  land  do  have  useful  lives,  however  difficult  it  may  be  to 
estimate  such  li\es.  The  items  of  property  do  expire  in  time,  and 
require  renewal  in  like  or  other  kinds.  When  each  item  of  property 
is  mstalled  new  it  has  a  certain  total  or  potential  service  capability 
by  reason  of  which  it  is  a  valuable  adjunct  to  the  property.  As  its 
life  expires  through  age,  irrespective  of  the  fact  that  it  may  still  be 
rendermg  as  satisfactory  and  as  efficient  service  as  before,  a  portion 
of  its  total  potential  service  abihty  correspondingly  expires,  so  that 
to  that  extent  the  item  is  less  (lesiral)le  to  a  prospecti\c  purchaser  of 
the  property  than  as  though  the  item  were  new. 
"Were  fair  value  being  determined  in  this  case  as  a  basis  for  pur- 
chase, the  commission  is  of  the  opinion  that  there  would  be  no  ques- 
tion in  law  or  in  equity  but  that  accrued  depreciation,  as  determined 
by  its  engineers,  should  be  deducted.  The  commission,  however,  is 
here  finding  fair  \'alue  as  a  basis  for  rates.  What  may  be  fair  or  not 
to  a  purchaser,  either  private  or  public,  is  not  now  under  review. 
The  relationship  of  the  matter  of  accrued  dcpreciatitm  to  the  com- 
mission's final  finding  of  fair  value  must,  therefore  be  from  the  stand- 
point of  equity  as  Ijetween  the  rate  i3a\'ers  and  the  company.  The 
question  now  m\oh'e<.l  is  how  and  to  what  extent  is  the  rate  paj'er 
interested  in  the  accrued  depreciation  of  the  company's  physical 
property.  Briefly,  the  rate  payer  is  interested,  and  has  the  right  to 
be  mterested,  in  the  quality,  extent  and  continuity  of  service  ren- 
dered and  in  the  fairness  of  the  rates  charged  therefor.  The  prop- 
erty l)eing  to  all  intents  and  purposes  devoid  of  deferred  maintenance 
and  in  first-class  service  condition,  the  interests  of  the  rate  payer 
as  to  present  quality  of  service,  so  far  as  the  matter  of  depreciation 
is  concerned  are  satisfied. 

"The  extent  of  service  depends  upon  extent  anil  growth  of  property, 
another  matter  entirely.  The  continuity  of  service  depends,  among 
other  considerations,  on  the  maintenance  of  the  property  hi  first- 
class  condition,  including  renewal  of  the  property  items  as  their 
service  lives  exiiire.  If  the  comijany  meets  this  oliligation,  which 
constitutes  a  fundamental  duty  toward  the  public  of  a  public  utility, 
the  interests  of  the  rate  payers  are  satisfied  as  to  this  point. 
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"We  then  finally  have  the  mterest  of  the  rate  payers  m  the  fairnes 
of  the  rates.  Now,  it  is  no  longer  a  matter  of  controversey  that 
public  utilities  must  collect  from  the  rate  payers  m  the  rates  charged, 
moneys  for  the  purjiose  of  making  the  necessary  renewals  or  replace- 
ments as  the  normal  useful  lives  of  the  physical  property  items  ex- 
pire, so  as  to  provide  the  continuity  of  service  before  referred  to 
The  gradual  exhaustion  of  useful  lives  of  the  respective  property 
items  requiring  their  ultimate  renewal,  one  by  one  or  in  groups,  as 
the  case  may  be,  constitutes  a  cost  of  production  of  the  service  in 
exactly  the  same  way  that  the  consumption  of  coal  in  the  furnaces 
of  the  boiler  plant  constitutes  a  cost  of  production,  excepting  that 
in  the  former  case  the  consumption  is  at  a  much  slower  rate  than  in 
the  latter.  This  fact  as  stated  is,  in  the  opinion  of  the  commission, 
no  longer  in  controversey.  The  rate  papers  having  to  provide  for 
this  consumption  of  property  are  vitally  interested  in  the  amounts 
included  m  their  rates  for  the  purpose,  if  such  amounts  may  logically 
vary  under  different  equitable  methods.  Now,  in  the  first  place, 
there  are  broadly,  two  ways  in  which  moneys  may  be  considered  to 
be  collected  in  rates  for  the  purpose  of  such  property  renewals: 

366— Depreciation  Funds. 

"1.  The  renewals  as  made  each  year  may  be  paid  for  out  of  the 
moneys  collected  for  the  purpose  in  the  rates  of  that  year. 

"2.  The  moneys  as  collected  in  the  rates  of  each  year  for  the  pur- 
pose of  property  renewals  may  not  be  predicated  on  the  renewals 
of  the  respective  year,  as  in  1,  but  such  that,  together  with  similar 
amounts  from  other  years  (and  with  or  without  interest  accretions), 
the  renewals  of  succeeding  years  may  be  made  as  required. 

"Method  1  is  the  so-called  replacement  method.  While  it  may  be 
logically  applied  to  a  long  steam  railroad  track  system,  for  instance, 
where,  after  the  property  has  aged  somewhat,  renewals  year  by  year 
become  quite  uniform,  this  method  does  not  apply  in  toto  to  public 
utilities  such  as  the  one  here  under  consideration.  It  does  not  apply 
in  toto  because  of  the  great  lack  of  uniformity  from  year  to  year  in 
the  amounts  represented  by  expiring  property  items.  Required 
renewals  may  be  very  heavy  one  year  and  very  light  the  next,  so  that 
method  2,  in  part  at  least,  becomes  an  absolute  necessity  in  order 
that  a  reserve  for  future  heav>'  renewals  may  be  created. 

"Method  2  may  now  be  further  resolved  broadly  into  two  classifica- 
tions, namely: 

"A.  The  amounts  to  compensate  for  property  consumption  and 
renewal  thereof  as  collected  in  the  rates  may  be  such  that,  without 
any  additions  or  interest  accretions,  such  amounts  will  equal  the 
values  of  the  corresponding  expiring  property  items  as  they  expire. 

"B.  The  amounts  to  compensate  for  property  consumption  and 
renewal  thereof  as  collected  in  the  rates  may  be  lesser  amounts  than 
required  by  A — such  that  additions  thereto  by  interest  accretions 
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or  the  cquivaleat  are  necessary  in  order  that  the  full  amounts  corre- 
sponding to  expiring  property  items  may  be  realized. 

"Basis  A  is  the  so-called  straight-line  method  as  used  by  the  com- 
mission's engineers  in  estimating  accrued  depreciation  and  the  cor- 
responding 'annual  depreciation  amounts'  and  percentages  of  the 
property  under  consideration,  as  before  explained. 

"Basis  B  may  be  applied  in  various  ways,  depending  upon  the  manner 
and  rate  of  the  aclded  interest  accretions  or  equivalent.  The  com- 
mission's engineers  as  explained  in  the  report,  and  hereinbefore 
quoted  and  as  testified  by  witness  Pillshury  (consulting  engineer 
in  charge  of  the  connnission's  engineering  division),  calculated  the 
annual  annuity  on  the  -4  per  cent  sinking-fimd  basis  to  provide  for 
property  renewals.  This  constitutes  a  basis  B,  frequently  adopted. 
Under  this  method  the  same  ages  and  lives  were  used  as  with  the 
straight-line  determinations,  the  interest  accretions  being  con- 
sidered equivalent  to  4  per  cent  compounded. 

"Since  basis  B  results,  as  stated,  in  lesser  amounts  included  in  the 
rates  to  compensate  for  property  consumption  through  use  than  the 
amounts  required  by  basis  A,  fairness  to  rate  payers  as  Ijetween  the 
two  bases  is  a  matter  of  concern.  Obviously  if  the  'fair  value,'  or 
amount  upon  which  the  fair  rate  of  return  is  calculated,  is  made  the 
same  in  either  case,  the  rate  payers  woukl  be  materially  benefited  liy 
basis  B.  But  the  amounts  should  not  be  the  same.  Under  basis 
A  the  rate  payers  are  refunding  capital  to  the  company  commen- 
surate with  the  consumption  of  property  through  use.  No  additions 
or  interest  increments  are  required.  'The  company  may  invest  the 
respective  amounts  in  its  own  property  or  otherwise.  The  install- 
ments collected  in  the  rates  must  be  considered  as  immediate  final 
payments  to  the  investors  corresponding  to  portions  of  their  invest- 
ment in  respect  to  which  the  investors  should  have  no  further  claims 
upon  the  rate  payers.  Such  moneys  are  refunded,  and  corresponding 
deductions  should  be  made  from  capital  account. 

"Under  basis  B  the  depreciation  installments  are  collected  on  the 
annuity  or  sinking-fund  basis,  so  that  the  capital  represented  by 
any  expiring  property  item  is  not  fully  satisfied  until  the  fund  as  to 
such  item  has  accumulated  with  interest  for  the  term  of  the  annuity. 
Such  installments  may  be  invested  in  the  property  of  the  com])any, 
but  the  oliligation  is  upon  the  company  to  accumulate  the  required 
increments  in  addition  to  such  allotments.  Under  such  conditions, 
the  depreciation  allotments,  collected  in  the  rates,  do  not  constitute 
refund  of  capital,  but  rather  j^aymcnts  made  solely  for  the  jiurpose 
of  enaljling  the  company  to  maintain  its  investment  intact. 

"Under  this  basis  no  capital  being  refunded,  but  the  investment 
always  being  maintained  intact  and  the  rate  payers  paying  the  least 
amount  which  will  maintain  the  investment,  no  deductions  from 
capital  account  should  be  made  in  arriving  at  a  base  for  rate-!. 

"Under  basis  A,  capital  i)eiiig  refundetl  at  the  same  average  rate  as 
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corresponding  consumption  of  property,  rates  should  be  based  on 
capital  investment  less  such  refvuids,  or,  in  other  words,  the  elements 
of  fair  value,  actual  cost,  and  cost  of  reproduction  should  be  reduced 
accordingly-  This  is  the  basis  of  accruoil  licprcciation  estimated  by 
straight-line  age,  life  method  as  set  uji  in  connection  with  cost  of 
reproduction  by  the  commission's  engineers. 

362 — Accrued  Depreciation. 

"In  tlu>  opinion  of  the  connnission,  the  matter  of  accrued  deprecia- 
tion and  deduction  therefor,  if  any,  can  not  be  justly  settled  inde- 
pendently of  the  matter  of  the  amounts  which  the  rate  payers  annually 
have  paid  and  are  paying  (in  the  rates  charged)  because  of  deprecia- 
tion.    The  two  are  in  equity  inseparably  interlinked. 

'Tf  it  could  now  be  shown  definitely  that  the  company  has,  through- 
out the  life  to  date  of  its  present  property,  collected  from  the  rate 
payers  amounts  corresponding  to  basis  B  only,  then  the  commission 
would  coiu'hide  that,  in  equity,  no  ileduction  for  accrued  deprecia- 
tion should  be  made  in  this  case,  and  that  rates  should  now  include 
depreciation  reserve  annuities  on  the  4  per  cent  sinking-fund  basis 
as  worked  out  by  its  engineers  and  presented  in  evidence,  or  the  fair 
equivalent  thereof.     But  there  is  no  such  evidence. 

"On  the  other  hand,  if  it  could  now  be  shown  definitely  that  the 
company  has,  throughout  the  life  to  date  of  its  present  property, 
collected  from  the  rate  payers  amounts  as  depreciation  allowances 
correspoufling  to  basis  A  (o^•er  and  above  allowable  operating  expenses 
and  justifiable  return),  then  the  commission  would  conclude  that  in 
equity  full  dedvictions  should  be  made  from  the  elements,  actual 
cost  and  cost  of  reproduction,  on  the  basis  as  calculated  (as  accrued 
depreciation)  by  the  commission's  engineers.  But  the  evidence 
that  such  has  been  the  case  is  not  conclusive  as  to  these  entire 
amounts.  To  determine  this  question  definitely  now  requires  a 
study  of  past  fair  values,  past  operating  expenses,  including  repairs 
and  maintenance,  and  past  rates  of  return,  having  in  mind  the  early 
hazards  of  the  business  and  the  question  of  the  rights  of  the  investors 
to  those  early  returns,  matters  always  difficult  of  equitable  deter- 
mination. In  this  case  the  question  is  still  further  complicated  by 
the  fact  that  for  many  years  the  rates  have  been  limited  by  congres- 
sional acts  as  hereinbefore  noted  under  the  section  entitled  'Regula- 
tion by  congressional  enactment.' 

"The  law  as  laid  down  in  prevailing  cases  (Knoxville  v.  Knoxville 
Water  Co.,  212  U.  S.  1;  the  Minnesota  rate  cases,  230  U.  S.  352; 
Des  Moines  Gas  Co.  v.  Des  Moines,  238  U.  S.  153;  Kings  County 
Lighting  Co.  v.  Willcox,  210  N.  Y.  479),  puts  the  burden  upon  the 
company  of  having  collected,  in  past  rates,  depreciation  allowances 
to  compensate  for  property  consumption  through  use,  and  prescril)es 
the  deduction  of  accrued  depreciation  now  as  a  basis  for  rates,  liut 
the  law  docs  not  pi-esci'ibe  the  method  wiiich  the  company  should 
have  followed  nor  the  amount  for  depreciation  which  should  now  l)e 
deducted.'' 
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Cost  of  reproduction  less  accrued  depreciation  was  estimated  l)y  the 
Commission's  engineers  to  be  82.17  per  cent  of  the  cost  of  reproduction. 
The  Commission  conchides: 

"Having  carefully  considered  all  the  evidence  in  this  case,  that  of 
other  cases  pending  before  the  commission  and  the  opinions  of  other 
commissions  and  courts,  the  commission  finds  that  these  amounts 
for  accrued  depreciation  might  be  proper  to  deduct  in  a  pin-chase 
case,  but  that  there  is  no  conclusive  evidence  to  show  that  these  full 
amounts  have  been  contributed  by  the  rate  payers  in  the  past,  in 
addition  to  proper  operating  expenses  and  justifiable  return,  and 
that  deductions  for  accrued  depreciation  should  be  made  in  this 
case  in  materially  lesser  amounts.     .     .     ." 

365 — Annual  Rate  of  Depreciation. 

The  Public  Utilities  Law  require?  the  Commission  to  "ascertam  and 
determine  what  are  the  proper  and  adequate  rates  of  depreciation  of  the 
several  classes  of  property  of  each  public  utility"  and  further  pro- 
vides that  "each  public  utility  shall  conform  its  depreciation  accounts 
to  such  rates  so  ascertained  and  determined  by  the  Commission." 
The    table    shows    the    annual    depreciation    rates    with    respect   to 


CLASSIFICATION 


Annual  Depre- 

Annual Depre- 

ciation per 

cent 

ciation  per  cent 

of  reijroduc 

tion 

of  depreciable 

cost. 

cost. 

3.05 

3.05 

11.37 

12.90 

1.77 

1.77 

3.75 

3.90 

4.71 

5.19 

4.38 

4.95 

4.10 

4.41 

3.31 

3.49 

1.64 

1.64 

4.21 

4.62 

6.70 

6.70 

1.03 

1.03 

2.14 

3.39 

2.24 

3.42 

4.48 

5.00 

2.17 

2.42 

4.97 

5.00 

5.00 

5.00 

3. OS 

3.40 

4.54 

5.00 

5.00 

5.00 

33.33 

33.33 

5.00 

5.00 

4.81 

6.67 

2.31 

2.31 

.60 

.60 

1.94 

1.94 

.99 

.99 

General  structures 

General  cc}uipinent 

Power  plant  buildings 

Furnaces,  boilers  and  accessories 

Steam  prime  movers 

Electric  generators 

Accessory  electric  power  equipment 

Miscellaneous  power  plant  equipment.  . . 

Substation  buildings 

Substation  equipment.  

Poles  and  fixtures.  

Undergi'ound  conduits 

Transmission  system 

Distribution  system 

Line  transformers  and  devices 

Electric  services 

Electric  meters 

Electric  meter  installation 

Street  and  park  lighting  system 

Commercial  arc  lamps 

Glower  lamps 

Electric  tools  and  implements 

Electric  laboratory  equipment 

Other  tangible  electric  capital 

Engineering  and  superintendence 

Taxes  during  construction 

Miscellaneous  construction  expenditures. 
Interest  during  construction 

Total 


2.51 


2.76 
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each  Interstate  Commerce  Commission  Classification  of  the  prop- 
erty of  the  Potomac  Electric  Power  Company  as  derived  by  the  Com- 
mission's engineers  on  the  straight  line  basis: 

365.1— Straight  Line  Method. 

The  Commission  says  in  its  report : 

"After  fvdl  consideration  of  the  matter  of  rates  of  depreciation, 
.  .  .  the  Commission  finds  that  the  rates  to  be  tentatively 
adopted  in  this  case  shall  be  the  straight-line  rates  as  embodied  in 
.  .  (the  table  abo\e  given)  but  that  after  further  study  of  the 
company's  experience,  as  shown  by  its  records,  these  rates  at  a  later 
date  may  be  somewhat  modified  so  as  to  lie  between  straight-line 
and  4  per  cent  sinking  iimd  rates,  in  reality  constituting  two  por- 
tions, one  according  to  the  straight-line  basis  and  the  other  the 
sinking-fund  basis;  the  first  to  correspond  with  such  renewals  of 
expiring  property  as  occur  fairly  uniformly  yearly;  the  second  ap- 
plying to  the  creation  of  a  reserve  for  future  renewals  which,  because 
occurring  at  infrcciuent  intervals  and  in  amounts  materially  greater 
than  the  moneys  annually  collected  for  that  depreciation,  require 
the  creation  of  a  reserve  therefor." 

After  a  similar  discussion  of  depreciation  rates  in  the  Washington  Gas 
Light  Company  and  the  Georgetown  Gas  Light  Company  cases  the 
following  rates  are  adopted  subject  to  later  revision: 


ANNUAL  DEPRECIATION  RATES. 


Washington  Gas 

Georgetown  Gas 

Light  Co. 

Light  Co. 

CLASSIFICATION 

Per  Cent  of 

Per  Cent  of 

reproduction 

reproduction 

cost. 

cost. 

General  structures 

1,71 

1.52 

General  equipment 

S.99 

10.15 

Works  and  station  structures 

1.38 

1.52 

Holders 

161 

1.84 

Furnaces,  boilers  and  accessories 

4.26 

4.89 

Steam  engines 

2.46 

7.84 

Miscellaneous  power-plant  equipment.  . 

4.81 

3.43 

Benches  and  retorts 

2  31 

3.54 

Water-gas  sets  and  accessories 

2  93 

3  33 

Purification  apparatus 

1.61 

2.10 

Accessory  cqui  anient  at  works,  . 

2,78 

3.19 

1  runk  lines  and  mains 

.74 

.75 

Gas  services 

2  02 

3  98 

1  95 

Gas  meters 

3.85 
4.00 

Gas-meter  installation 

4  00 

Municipal  street-lighting  fixtures 

1  92 

1  96 

Gas  engines  and  appliances 

20  00 

Gas  tools  and  implements 

9  50 

9.50 

Gas  laboratory  ('()uipinenl                      , 

.5.94 

5.94 

Engineering  and  superintendence  . 

1  19 

1  27 

Taxes  during  construction 

48 

42 

Miscellaneous  construction  expenses 

.97 

.89 

Interest  during  construction,           

.51 

.51 
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DISTRICT  OF  COLUMBIA 

149.1— Stock  Ownership. 

Washington  Gas  Light  Company,  Application  to  Acquire  the  Stock 
of  the  Georgetown  Gas  Light  Company.  Decision  of  the  Public 
Utilities  Commission  of  the  District  of  Columbia,  Granting  the 
Apphcation.     May  4,  1917. 

The  Washington  Gas  Light  Company,  owning  part  of  the  stock  of  the 
Georgetown  Gas  Light  Company,  apphed  for  authority  to  acquire 
the  bahince  of  the  stock  of  that  company,  and  the  Commission  finds 
that  the  proposed  transfer  of  stock  is  in  the  interest  of  the  puljhc. 

The  Commission  believes  that  "the  acquisition  of  the  stock  of  the 
Georgetown  Gas  Light  Company  by  the  Washington  Gas  Light  Company 
woukl  resuh  in  equalizing  the  price  of  gas  in  the  District  of  Columbia 
to  all  consumers,  and  that  this  can  and  will  be  accomplished  by  those 
economies  in  the  production  and  distribution  of  gas  which  are  jiossilile 
under  a  single  management,  and  with  the  assistance  which  the  Wash- 
ington Gas  Light  Company  can  give  to  the  Georgetown  Gas  Light 
Company  by  reason  of  its  ownership  of  its  stock." 


OKLAHOMA 

120 — Protection  of  the  PubUc. 

Gassaway  et  al.  v.  Drumright  Gas  Company,  Complaint  of  Abandon- 
ment of  Service.  Decision  of  the  Oklahoma  Corporation  Commis- 
sion, Ordering  the  Service  Restored.  November  2,  1915.  Annual 
Report,  1915-1916.     p.  390. 

The  respondent  gas  comijany  removetl  a  portion  of  its  gas  mains  and 
discontinued  service  to  the  complainants.  The  gas  main  was  removed 
because  about  40  per  cent  of  the  users  of  that  section  had  failed  to  pa\' 
their  bills  as  demanded  by  the  defendant.  The  company's  franchise 
right  to  lay  mains  in  the  territory  was  in  question.  The  Commission 
says: 

"The  Commission  has  jurisdiction  over  the  character  of  service  and 
the  extensions  of  a  gas  system  but  the  city  council  has  jurisdiction 
and  may  direct  in  what  portion  of  the  streets  and  how  public  service 
utilities  may  be  laid  or  the  streets  may  be  used  for  that  iiiu-pose. 
Beyond  the  city  limits  the  Commission  has  jurisdiction  and  may 
impose  the  same  regulations  as  to  gas  service  as  within  the  city 
limits.  The  constituted  highway  authorities  may  iirescribe  in 
what  manner  the  highway  may  be  u.sed  for  that  purpose. 

"Under  the  rules  and  orders  of  the  ("ommission,  rates  cannot    !)e 
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raised  without  the  approval  of  the  C'oiniuission.  When  the  utilities 
are  once  placed  in  service  they  cannot  be  rcmoA-ed  without  the  ap- 
proval of  the  Commission  and  if  removed  the  utility  owner  removing 
the  same  may  be  required  to  replace  them,  and  may,  in  an  action 
at  law  be  held  liable  for  any  damage  sustained  by  the  users  of  gas 
for  wrongful  discontinuance  of  the  service. 

"A  railroad  cannot  be  built  through  a  section  of  the  country,  thereby 
inducing  people  to  build  towns  and  make  large  expenditures  of 
money,  and  the  railroad  be  abandoned  without  making  reparation 
to  those  who  were  induced  to  spend  money  because  of  the  building 
and  operation  of  the  railroad.  No  public  utility,  such  as  electric 
light  wires  or  gas  mains,  can  be  extended  into  a  section  of  country, 
the  owner  thereof  holding  out  to  the  pul^lic  that  he  is  ready  and 
willing  to  serve  them,  and  in  fact  serving  them,  causing  people  to 
invest  in  that  locality,  buy  lots  and  l>uild  homes,  which  they  other- 
wise would  not  have  done  had  the  inducements  and  representation 
not  been  held  out  to  them  they  could  secure  gas,  and  then  discon- 
tinue the  service  without  making  reparation. 

"The  defendant  in  this  case  was  placed  under  a  rather  embarrassing 
position  with  reference  to  making  large  expenditures  in  the  way  of 
gas  pipe  line  extension,  and  the  Commission  is  very  slow  to  order 
any  new  extensions  in  the  city  or  vicinity  of  Drumright. 

"It  is  the  duty  of  the  defendant  to  continue  the  service  as  he  now 
has  it  or  did  have  it  at  any  time  during  its  existence,  unless  the 
service  can  be  discontinued  by  agreement  of  the  parties  who  had 
estalalished  their  property  and  made  expenditures  po.ssibly  on  account 
of  the  gas  being  in  that  community." 

The  company  was  ordered  to  relay  the  lines  which  it  had  removed  and 
to  permit  all  parties  in  that  vicinity  to  connect  or  reconnect  with  the 
mains.  It  was  provided,  however,  that  no  one  shall  connect  with  this 
pipe  line  until  all  bills  in  arrears  have  been  paid. 


REFERENCES 
PUBLIC  SERVICE  REGULATION 


252— Commission  Annual  Reports. 

Connecticut  Public  Utilities  Commission,  Fifth  Annual  Report, 
1916.     659  pages. 

The  report  confains  stati.stics  compiled  from  the  fitiancial  reports  of  all  public 
service  companies  under  the  jurisdiction  of  the  Commission  for  the  year  ended 
June  .30,  1916,  and  u  itriof  summary  or  tabulation  of  the  Commission's  orders  and 
decisions. 
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253 — Commission  Reports  of  Decisions. 

Oklahoma  Corporation  Commission,  Eighth  and  Ninth  Annual  Re- 
port, One  Vohime,  507  pages. 

Tho  Oklahoma  Corporation  Commission  has  published  a  report  containing  a  sum- 
mary of  its  work  and  its  opinions  and  orders  for  the  years  191.')  and  1916. 

240— Commission  Procedure. 

In  tho  introdui'tion  to  the  report,  the  Commission  says: 

"If  one  thing  more  than  all  others  has  marked  the  experience  of  the  Corpora- 
tion Commission  during  the  past  few  j'ears,  it  has  been  the  growing  ability  of 
the  Commission  to  effect  adjustment  of  difficulties  between  public  service  cor- 
porations and  the  public  without  recourse  to  formal  litigation.  Hundreds  of 
informal  complaints  have  been  handled  each  year  by  the  Corporation  Com- 
mission, some  bv  telegraph  and  tcleiihone,  others  by  letter.  It  is  a  source  of 
gratification  to  "the  Commission  that  most  of  the  public  service  corporations 
evince  a  willingness  to  try  to  adjust  matters  in  controversy  with  the  public 
without  the  necessity  of  formal  hearing.  The  handling  of  informal  complaints 
is  perhaps  the  most' important  of  all  the  work  done  by  the  Commission  and 
upon  its  success  depends  very  largely  the  standing  of  the  Commission  with  the 
public.  We  are  glad  to  say  that  the  Commission  has  been  successful  in  adjust- 
ing each  year  hundreds  of  complaints  having  to  do  with  service,  etc.,  without 
the  necessity  of  formal  complaints  or  without  requiring  the  complainants  to 
go  to  the  expense  of  attending  hearings  before  the  Commission." 

253 — Commission  Reports  of  Decisions. 

California  Railroad  Commission,  Opinions  and  Orders,  Vokune  10. 
773  pages. 

The  report  contains  the  decisions  rendered  by  the  Commission  for  the  period  from 
May  1,  1916,  to  August  31,  1916. 

253 — Commission  Reports  of  Decisions. 

Pennsylvania   Public   Service  Commission.     Opinions  and  Orders, 
Vokime  I,  494  pages. 

This  volume  contains  the  decisions  of  the  Penn.sylvania  Public  Service  Commis- 
sion rendered  during  the  period  from  July  26,  1913,  to  ,I\me  30,  191.5. 


MUNICIPALITIES 


810  -Municipal  or  Local  Regulation  of  Utilities. 

Obstruction  of  Traction  Improvement,  Weber's  Weekly,  May  12, 
1917.  City  Council  Would  Reco\'er  Home  Rtle.  Weber's  Weekly, 
May  19,  1917. 

These  two  papers  review  the  ('hicago  traction  situation.  The  writer  jioints  out 
that  the  home  rule  sentiment  in  Chicago  i.i  based  on  prejudice  and  misunderstand- 
ing of  the  situation  and  that  1  hc>  whole  matter  might  better  be  left  in  1  lie  hands 
of  the  state  commission. 
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For  statement  of  facta  and  opinions  contained  in  papers  ab- 
stracted herein,  tiie  Association  does  not  iiold  itself  responsible 


COMMISSION  DECISIONS 
ILLINOIS 

511— Flat  Rates. 

Lincoln  Water  and  Light  Company,  Proposed  Electric  Rates  for 
Seasonal  Service.  Decision  of  ttie  Illinois  Public  Utilities  Com- 
mission, Fixing  Rates,  May  15,  1917. 

In  this  investigation  reasonable  rates  were  to  be  determined  for  electric 
service  to  tents  and  cottages  on  the  Chautauqua  Grounds  situated 
between  two  and  three  miles  from  the  city  of  Lmcoln  proper.  Service 
would  be  used  only  fourteen  days  each  year. 

The  rates  prescribed  by  the  Commission  for  service  in  the  city  of  Lincoln 
were  given  m  10  Rate  Research  311.  The  Commission  prescribed 
flat  rates  for  the  short  term  service  at  the  Chautauqua  Grounds  and  a 
meter  rate  for  service  at  the  Chautauqua  Grounds,  a  Country  Club, 
and  elsewhere  in  that  locality.     These  rates  are  as  follows: 

FLAT  RATES. 

Available  for  all  electricity  used  in  cottages,  tents  and  grounds  on  the  Chautauqua 
Grounds  during  the  fourteen  days  of  the  Chautauqua  assembly. 

Rate. 

$2.00  for  the  first  40  watts  or  less  of  lamp  rating. 
.50  for  the  next  20  watts  or  less  of  lamp  rating. 
..50  for  the  next  20  watts  or  less  of  lamp  rating. 
.50  for  the  next  40  watts  or  less  of  lamp  rating. 
.50  for  each  40  watts  or  less  of  additional  lamp  rating. 

1.50  for  each  8-inch  fan. 
1.50  for  each  9-inch  fan. 
2.00  for  each  12-inch  fan. 
3.00  for  each  IG-inch  fan. 

Prompt  Payment  Discount. 

No  discount  is  to  be  allowed  from  the  aforesaid  rates;  liills  are  paj'able  in  ad- 
vance. 

Editorul  Note. — All  indented  matter  is  direct  quotation. 
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Minimum  Charge. 

$2.00  per  season  for  lighting  installations. 
1.50  per  season  for  fan  installations. 

Terms  and  Conditions. 

The  aforesaid  rates  do  not  include  materials  and  labor  required  for  seasonal 
connections  of  services. 

METER  RATES. 

Available  for  electricity  consumed  at  Chautauqua  Grounds,   Lincoln  Country- 
Club  Grounds,  and  elsewhere  in  Brainerd  Park. 

Rate. 

16  cents  per  kilowatt  hour  for  all  electricity  consumed. 
Prompt  Payment  Discount. 

A  discount  of  one  cent  per  kilowatt  hour  shall  be  allowed  on  all  accounts  which 
are  paid  in  full  within  ten  days  after  the  rendition  of  the  statement. 

Minimum  Charge. 

A  minimum  charge  of  one  dollar  per  month  per  meter  shall  be  assessed  to  each 
consumer  who  does  not  use  seven  kilowatt  hours  of  electricity  during  the  month. 

Terms  and  Conditions. 

The  aforesaid  rate  does  not  include  materials  and  labor  required  for  seasonal 
connections  of  services. 


CALIFORNIA 

712— Publicity  of  Schedules. 

Standard  Door  and  Sash  Company  v.  Southern  California  Edison 
Company,  Application  For  Refund.  Decision  of  the  Californl\ 
Railroad  Commission,  Dismissing  the  AppUcation.    April  9,  1917. 

In  certain  ordmances  or  rate  resolutions  passed  by  the  Board  of  Public 
Utilities  of  Los  Angeles,  at  a  time  when  the  power  to  regulate  rates 
rested  in  that  Board,  the  following  paragraph  appeared: 

"For  electric  current  for  power  purposes  used  by  the  consumer 
wholly  off  peak,  or  which  is  not  to  be  used  between  the  hours  of 
four-thirty  o'clock  p.  m.  and  nine-thirty  o'clock  p.  m.,  the  rate 
shall  be  m  accordance  with  the  regular  or  special  schedule  above 
specified,  as  the  case  may  be,  less  twenty  percent  provided  the  board 
of  public  utilities,  after  investigation,  determines  that  the  proper 
means  have  been  employed  to  insure  the  discontimiancc  of  the  load 
between  the  hours  of  four-thirty  o'clock  p.  m.  and  nine-thirty 
o'clock  p.  m." 

The  petitioner  in  this  case  alleges  that  the  powei-  consumed  in  the 
operation  of  its  i)laning  mill  was  consumed  tluring  the  off-]^eak  jM'riod 
defined  in  the  abo\e  ])aragraiih,  but  that  it  had  lieen  charged  the  regu- 
lar iM)wer  rates  from  July  1,  1912  to  September  30,  1915,  that  it  had 
enjoyed  the  lower  rate  since  Octolier,  1915,  at  which  time  the  comjiany 
granted  its  request  to  be  charged  at  the  off-peak  rate,  but  that  no 
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refund  had  been  made  by  the  company  for  the  period  prior  to  October, 

1915,  although  it  was  entitled  to  the  off-peak  discount  during  such 

period. 

The  Commission  says: 

"This  [paragraph  above  quoted]  clearly  indicates  that  the  rate 
resolutions  of  the  board  of  public  utilities  required  certain  specific 
investigations  and  findings  by  the  said  board  as  a  condition  precedent 
to  the  obtammg  of  a  reduction  of  20  per  cent  for  'off  peak  power'. 

"Evidence  introduced  by  complainant  is  to  the  effect  that  com- 
plainant did  not,  prior  to  August,  1915,  comply  with  the  provisions 
of  said  rate  resolutions  relative  to  securing  this  'off  peak  rate'  by 
asking  for  the  necessary  mvestigation  and  authority  to  be  granted 
by  the  said  board  of  public  utilities.  Complainant  urges  that  it 
was  in  ignorance  of  the  existence  of  such  a  rate  and  therefore  could 
not  have  made  the  necessary  application,  and  further  that  the 
defendant  should  have  given  complainant  special  notice  of  the  avail- 
ability of  such  rate. 

"It  appears  that  since  this  rate,  with  certain  definite  provisions  as  to 
its  application,  was  established  by  ordinance  and  was  given  prescribed 
legal  publicity,  complamant  must  be  presumed  to  have  had  proper 
knowledge  of  the  same,  and  not  having  mstituted  the  necessary 
preliminary  steps  to  brmg  itself  within  the  class  of  consumers  for 
which  this  rate  was  established,  until  August,  1915,  I  can  not  find 
that  complainant  was  entitled  to  the  aforesaid  'off  peak  power  rate' 
prior  to  that  time. 

"When  the  Railroad  Commission  assumed  jurisdiction  on  August  8, 
1915,  the  rates,  rules  and  regulations  of  the  utilities  affected  were, 
by  the  provisions  of  the  PubUc  Utilities  Act,  continued  in  effect 
until  changed  by  order  of  the  commission,  or  until  the  rates,  rules 
and  regulations  were  changed  by  the  defendant,  filed  with  and  ap- 
proved by  the  commission. 

"Defendant's  rules  and  regulations,  as  filed  with  the  Railroad  Com- 
mission at  that  time,  contained  the  provision  concerning  'off  peak 
power'  in  identically  the  same  language  as  quoted  above.  The  rule 
now  in  effect  and  which  appears  on  Sheet  C.  R.  C.  No.  76-E  of  the 
rate  schedule  of  the  Southern  California  Edison  Company  on  file 
with  this  commission,  and  on  public  file  in  the  defendant's  offices 
since  October  30,  1916,  is  also  exactly  the  same  as  the  aforesaid  rule, 
except  that  it  provides  for  preliminary  investigation  and  authoriza- 
tion by  the  Railroad  Commission  instead  of  by  the  board  of  public 
utilities. 

"I  find  as  a  fact  that  defendant.  Southern  California  Edison  Com- 
pany, complied  with  the  i-ules  and  regulations  promulgated  by 
ordinances  or  rate  resolutions  of  the  city  of  Los  Angeles  during  the 
period  from  July  1,  1912,  to  August  8,  1915,  and  thereafter  with 
the  rules  and  regulations  of  this  commission,  by  giving  such  ordi- 
nances, rules  and  regulations  such  publicity  as  was  required  by  the 
terms  thereof,  and  that  complainant,   Standard  Door  and   Sash 
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Company,  was  properly  chargeable  with  a  knowledge  of  such  rules 
and  regulations;  that  while  complamant  was  in  a  class  and  conducted 
its  busmess  in  relation  to  off  peak  service  so  as  to  entitle  it  to  the 
lesser  rate  for  taking  encrg>'  during  off  peak  houis,  it  did  not  comply 
with  the  regulations  provided  by  the  ordinances  and  rate  resolutions 
of  the  said  city  of  Los  Ajigeles  nor  with  the  rules  and  regulations 
of  this  commission  after  this  commission  assumed  jurisdiction  of 
rates  in  said  city  of  Los  Angeles,  and  as  compliance  with  saitl  ordi- 
nances and  rate  resolutions  of  said  city  of  Los  Angeles  and  with  the 
rules  and  regulations  of  this  commission  was  a  prerequisite  to  de- 
mandhig  and  iccei\mg  said  lower  rate  for  service  durmg  off  peak 
hours,  complainant,  therefore,  is  not  entitled  to  the  refund  asked 
for." 

The  complaint  was  dismissed. 


ILLINOIS 

139.9— Deposits. 

Cook  V.  Public  Service  Company  of  Northern  Illinois,  Complaint 
Relative  to  Consumer  Deposits  For  Electric  Service.  Decision  of  the 
Illinois  Public  Utilities  Commission,  Requiring  the  Company  to 
Standardize  its  Practices.     May  15,  1917. 

It  appears  that  it  was  not  the  practice  of  the  respondent  company  to 
exact  a  cash  guarantee  deposit  of  all  customers,  but  only  to  require 
such  a  deposit  whenever  in  the  respondent's  judgment,  the  credit 
standing  of  a  new  consumer  is  doubtful.  The  petitioner  in  this  case 
refused  to  make  the  deposit  demanded  by  the  company  and  brought 
the  matter  before  the  Commission  for  in\estigation. 

The  Commission  says: 

"This  Commission  (as  well  as  other  regulatory  Commissions)  has 
recognized  the  necessity  of  requiring  reasonable  cash  deposits  to 
assure  prompt  pajinents  of  consumer's  bills,  provided  such  de- 
posits be  collected  without  unfair  discrimination.  Uncollectible 
bills,  if  possibly  not  allowable  as  an  operating  expense  m  a  utility's 
accounts,  at  least  represent  an  item  (or  deduction  from  revenue) 
which  must  be  given  adequate  consideration  in  a  rate  case,  before 
the  Commission  can  determine  upon  the  fair  ratc-of-retuni  that  a 
utility  is  entitled  to  receive.  The  dishonesty  of  a  few,  manifested 
by  uncollectible  bills  upon  a  utility's  books,  must  ultimately  be 
distributed  over  the  rates  which  are  i)ai(l  hy  the  more  conscientious 
users  of  public-utility  service.  In  ]irotection  to  the  general  pubhc, 
it  becomes  necessary  to  establish  fair  and  reasonal)lc  guarantees  to 
assure  that  utility  service  bills  be  paid  with  reasonable  promptness 
and  dispatch.  Naturally,  the  respondent  herein,  in  common  with 
utilities  generally,  would  prefer  that  the  question  of  a  rofiuirement 
of  a  cash  deposit  hi  uidi\idual  mstanccs  be  left  to  the  utility's  juilg- 
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ment.  To  a  certain  extent,  there  is  some  ar^iment  in  support  of 
this  view,  masmuch  as  the  field  of  state  regulation,  at  this  pomt, 
appears  to  approach  and  mmgle  with  the  mherent  management 
which  properly  is  to  be  left  to  the  utility  itself.  It  has  been  the 
experience  of  this  Commission,  however,  that  consumers  generally 
are  more  or  less  adverse  to  the  making  of  cash  deposits  unless  the 
reasonableness  thereof  has  been  passed  upon  by  the  Commission, 
and  it  has  been  the  further  experience  that  consideraljle  imjust 
discrimination  and  unreasonableness  are  to  be  practiced  by  utilities 
if  left  to  administer  consumers'  deposits  without  proper  restrictions. 
Surely  it  is  not  improper  that  this  Connnission  take  jurisdiction 
over  the  regulations  governmg  such  deposits,  and  such  jurisdiction 
is  well  within  the  wordmg  and  the  intent  of  Sections  32,  33,  34, 
and  36  of  the  Public  Utilities  Commission  Law. 

"The  evidence  herein  discloses  that  the  respondent  has  no  definite 
and  detailed  rules  and  regulations  pertaining  to  consumers'  deposits; 
but  mstead  it  has  a  very  general  rule  which  in  effect  practically 
leaves  the  collection  of  a  cash  deposit  to  the  judgment  of  the  utility's 
local  representative,  and  it  was  admitted  in  the  record  that  good 
judgment  was  not  used  in  handlmg  the  petitioner's  apphcation." 

The  Company  is  directed  to  file  with  the  Commission  "complete  rules 
and  regidations  governing  the  terms  and  conditions  under  which  con- 
sumers' deposits  are  required,  held,  and  withdrawn"  in  Lacon  (peti- 
tioner's place  of  residence),  and  until  the  rules  and  regulations  have  been 
accepted  and  approved  by  the  Commission,  no  consumer  in  Lacon  is  to 
be  required  to  make  cash  deposits  to  assure  the  prompt  payment  of 
bills  for  electric  service. 


DISTRICT  OF  COLUMBIA 

310— Valuation. 

Valuation  of  the  Potomac  Electric  Power  Company,  and  Other 
Public  Utility  Properties  in  the  District  of  Columbia.  Opinion  and 
Findmgs  of  the  Public  Utilities  Commission  of  the  District  of 
Columbia,  May  2,  1917.     Contmued  From  11  Rate  Research  103. 

The  Commission's  discussion  of  accnied  depreciation  and  the  fixing 
of  annual  rates  of  depreciation  for  the  iiublic  utility  properties  under 
investigation  were  covered  m  last  week's  issue  of  Rate  Research. 

Extracts  from  the  Commission's  opinions  are  here  given  showing  the 
Commission's  method  of  procedure  in  valuation  cases  and  the  disposition 
made  of  \-aric)us  ([ucstions  arismg  in  connection  with  the  work  of  apprais- 
ing public  utility  properties. 

The  Public  Utilities  Law  of  the  District  of  ColumI)ia  directs  the  Com- 
mission to  value  the  properties  of  all  the  public;  utilities  withm  the 
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District.  In  its  report  fixing  the  value  of  tlie  properties  of  the  Potomac 
Electric  Power  Company,  the  Georgetown  Gas  Light  Company,  the 
Washington  Gas  Light  Company  and  the  Chesapeake  and  Potomac 
Telephone  Company,  as  issued  May  2,  1917,  the  Commission  determines 
the  historical  cost  of  the  properties  and  the  cost  to  reproduce  the  prop- 
erties and,  from  all  the  evidence  secured,  determines  the  fair  value  for 
rate  making  purposes. 

The  Commission  discusses  "fair  value"  in  the  Potomac  Electric  Com-, 
pany  case  as  follows: 

"In  the  opinion  of  the  commission  the  words  'fair  value,'  as  used  in 
a  valuation  for  the  piu'pose  of  rate  makmg,  must  be  entirely  dis- 
sociated from  the  commercial  meanmg  of  the  word  'value'  and  must 
be  held  to  mean  that  just  and  equitable  amount  which  under  all  the 
circumstances  of  the  case  will  constitute  a  base  upon  which  the 
return  fairly  allowed  to  the  utility  may  be  justly  computed.  The 
amount  of  the  rate  should  be  such  as  will  yield  the  fair  return  cal- 
culated m  percentage  on  such  rate  base. 

"It  then  becomes  of  paramount  importance  to  determine  the  content 
of  the  rate  base,  or  the  amount  or  'fair  value'  which,  under  all  the 
circumstances  should  constitute  the  basis  upon  which  the  return 
to  the  utility  should  be  computed;  and  m  this  connection  it  is  im- 
portant to  consider  the  conditions  under  which  the  original  and 
subsequent  investments  were  made  by  those  establishing  and  con- 
ductmg  public  utilities. 

"It  is  fair  to  assume  that  as  a  general  rule  those  who  have  established 
public  utilities  did  so  in  the  expectation  of  a  reasonable  return  on 
their  investment  sufficient  to  compensate  them  for  their  efforts  and 
outlay.  They  necessarily  assumed  that  they  would  be  able  and 
would  be  permitted  to  receive  for  their  product,  whether  a  thing  or 
a  service,  an  amount  equal  to  actual  cost  of  production,  i.  e.,  operating 
expenses,  depreciation  and  mterest,  and  reasonable  profits  on 
actual  mvestment  honestly  and  prudently  made.  It  is  probably 
correct  to  say  that  the  implied  understandmg  between  the  public 
utility  and  the  public  growing  out  of  the  common-law  duty  of  the  one 
and  the  common-law  rights  of  the  other  was  no  more  definite  than 
that  the  service  would  be  supplied  to  the  public  at  the  cost  of  pro- 
duction, and  that  the  cost  of  production  as  here  used  meant  the 
actual  cost  of  producing  the  thhig  or  service  and  a  reasonable  profit. 
Certainly,  since  the  decision  of  the  Supreme  Court  of  the  United 
States,  in  1877,  ui  the  Munn  case,  it  could  not  have  been  considered 
that  any  public  utility,  whether  in  the  nature  of  a  monopoly  or 
not,  was  entitled  to  earn,  as  against  the  public,  unreasonable  or 
monopoly  profits. 

"Bccauise  of  inadequate  and  insufficient  records  and  the  inaccuracy 
and  unscientific  method  of  bookkeeping  employed,  especially  before 
the  Interstate  Commerce  Commission  classification  of  accomits 
came  into  common  use,  it  has  generally  been  found  virtually  im- 
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possible  precisely  to  ascertain  the  original  cost  of  the  property  of 
the  older  public  utilities.  Likewise  the  value  of  a  utility  property, 
as  indicated  by  the  amount  and  market  value  of  its  stocks  and 
bonds,  and  as  mdicated  by  its  earning  capacity,  has  depended  so 
largely  upon  rates  which  have  been  enforced  from  time  to  time  as 
to  make  these  evidences  of  value  of  little,  if  any,  weight  in  con- 
nection with  the  determmation  of  'fair  value'  or  just  amount  as  a 
basis  for  rate  makmg.  The  cost  of  reproduction  is  susceptible  of  a 
reasonably  accurate  scientific  estimate,  when  based  upon  a  fairly 
accurate  inventory  of  the  property,  a  reasonable  theory  of  the 
method  and  character  of  the  reproduction,  and  the  opinion  of 
competent  engineers  as  to  its  component  parts. 

"In  this  case,  however,  the  ascertainment  of  historical  cost  has 
much  weight.  The  books  and  records  of  the  respondent  company 
and  its  prmcipal  predecessor  are  for  the  most  part  preserved  in 
excellent  condition,  and  were  it  not  for  the  hazy  conditions  sur- 
roundmg  certain  early  transactions  and  the  aljsence  of  a  uniform 
policy  of  accounting  throughout  the  history  of  the  company,  this 
figure  as  derived  might  be  considered  as  more  nearly  approaching 
the  true  fair  value.  But  without  being  able  to  clear  up  all  the  early 
history,  and  without  bemg  able  completely  to  analyze  the  operating 
accounts  of  the  company,  the  historical  ^cost  may  not  be  accepted 
as  fully  determinative. 

"The  reproduction  cost  estimate,  m  so  far  as  the  physical  property 
is  concerned,  when  made  with  the  care  and  accuracy  which  charac- 
terizes the  commission's  engineers'  report  in  this  case,  and  after 
such  adjustments  have  been  made  thereto  as  deemed  equitable, 
imder  the  circumstances,  is  of  much  worth  and  is  given  decided 
weight  by  this  commission." 
311.1— Original  Cost. 

The  Commission  made  an  examination  of  the  book  value  of  the  plant 
and  equipment  of  the  electric  company  to  determine  the  reasonable 
historical  cost.  The  Commission's  holdings  regarding  the  inclusion 
of  allowances  for  patents,  abandoned  property,  and  overhead  charges 
are  here  abstracted. 
312.4— Patents. 

An  item  in  the  accounting  report  of  $65,266  represented  payments  for 
royalties  and  patents.  Dr.  Bemis,  who  was  in  charge  of  the  Com- 
mission's valuation  bureau,  stated  that  expired  patents  should  be 
eliminated  from  the  cost  of  plant.  The  Commission  says  that  this 
is  the  proper  accounting  treatment  and  is  generally  the  procedure. 
The  accountant  for  the  company  said  that  "even  if  the  patents  have 
expired  they  .should  be  included  in  capital  account,  if  not  as  patent 
rights  certainly  as  a  development  cost."  In  determining  historical  cost 
the  Commission  concludes  that 

"In  view  of  the  fact  that  the  company  was  required  to  purchase  these 
rights  during  the  early  years  of  its  operations,  it  would  seem  to  be 
no  more  than  fair  to  include  this  item  in  the  plant  account." 
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312.8— Discarded  Property. 

The  company  contended  that  certain  losses  due  to  abandonment  of 
property  should  be  allowed  as  representing  a  necessary  development 
cost.     The  Commission  says: 

"It  is  the  opinion  of  the  commission  that  under  certain  circumstances 
losses  of  this  nature  should  be  treated  as  de\'elopment  cost.  If,  for 
instance,  certain  large  expcuditm-es  on  physical  property  had  been 
made  by  the  company  in  good  faith,  accordmg  to  sound  engineering 
and  managerial  judgment  and,  as  such,  in  the  interest  of  tlie  service; 
if  comparatively  soon  after,  Ijefore  such  property  had  served  a 
reasonably  normal  life  and  before  the  company  had  been  able  to 
collect,  through  its  rates,  a  reasonable  amoimt  of  depreciation 
reserve  or  refund  therefor,  the  property  in  question  had  to  be  aban- 
doned or  other  construction  atlopted  in  its  stead,  either  by  reason 
of  act  of  Congress  or  other  regidatory  Ijody,  or  liy  reason  of  require- 
ments resulting  from  revolution  in  or  e.xtraorduiary  development 
of  the  art,  then  under  such  circumstances,  a  proper  charge  to  capital 
as  development  cost  would  ensue." 

314 — Overhead  Charges. 

The  company's  accounts  show  no  items  recorded  as  overhead  charges. 

"It  is  evident  that  all  annual  expenses  of  administration,  superin- 
tendence, damages,  legal  expenses,  taxes,  and  insurance  have  been 
invariably  carried  in  operating  expenses,  and  have  been  included  as 
such  in  public  reports  filed  with  Congress  and  with  this  commission. 
In  its  testimony  offered  in  connection  with  this  subject  the  company, 
while  not  attempting  to  repudiate  these  reports,  contended  that  the 
items  of  overhead  expenses  should  be  given  'consideration',  and  sub- 
mitted statements  purporting  to  revise  the  operating  expense  accounts 
in  the  process  of  whicli  it  was  claimed  to  be  shown  that  13  per  cent 
would  be  a  proper  allowance  to  add  to  the  actual  cost  of  construction 
according  to  their  books.  This  percentage  was  established  l)y 
assuming  that  the  year  1915  represented  a  normal  relative  condition 
between  the  construction  and  operating  departments.  But  it  was 
shown  by  statements  introduced  in  e\idence  by  the  commission's 
statistician  that  certain  other  years  would  give  a  percentage  con- 
siderably at  variance  with  and  usually  lower  than  the  result  found 
by  the  company. 

"Without  deciding  as  to  the  accuracy  of  the  proposed  percentage 
basis,  it  appears  to  this  commission  to  be  contrarj'  to  the  best  interests 
of  all  concerned  to  permit  the  company  thus  to  revise  its  operating 
expenses.  Much  confusion  must  inevitably  result  from  .such  a 
modification  of  what  has  heretofore  been  imderstood  as  'operating 
expenses'  in  the  sense  hi  which  the  term  has  been  used  by  the  com- 
pany. Owing  to  the-  p'e'ouliar  position  occupied  liy  statements  of 
o])eratnig  exi)enses  in  published  reports,  it  is  the  ophiion  of  this 
connnission  that  it  is  subversive  to  the  uitent  and  purpose  of  effective 


11        Rate     Research  123 


regulation  to  acquiesce  in  any  policy  which  would  deprive  such 

statements  of  their  bona  fide  character,  whether  in  the  past  or  in  the 

future. 

"In  the  light  of  this  discussion,  it  is  concluded  that,  except  as  to 

interest  during  construction  as  noted  below,  no  allowance  should  be 

made  for  overhead  charges  over  and  above  the  amount  which  the 

company  has  included  in  construction  costs. 

"Several  items  in  the  nature  of  interest  are  to  be  found  m  the  ac- 
countant's summary  of  the  company's  plant  account,  which  may 
be  set  forth  as  follows : 

Interest  on  notes,  etc $  14,543.63 

Interest  on  $6.50,000  original  5  per  cent  bonds  of  Potomac 

Electric  Power  Co 132,500.00 

Interest  charged  to  cable  account 2,962.65 

Total $150,006.28 

314.5 — Interest  During  Ckinstruction. 

"Some  doubt  might  innnediately  arise  as  to  whether  interest  on 
bonds  and  notes  are  to  be  considered  under  this  head,  but  it  need 
only  be  remarked  that  charges  for  interest  during  the  period  prior 
to  operation  usually  take  the  practical  form  of  interest  on  borrowed 
money,  which  may  be  found  apportioned  wholly  or  partly  to  cost 
of  construction  in  the  accounts  of  the  company.  In  this  case,  there 
is  the  further  fact  that  the  principal  item  represents  interest  for  a 
period  of  over  four  years  on  the  origmal  bonds,  issued  by  the  present 
company,  but,  on  the  other  hand,  there  is  an  entire  absence  of  any 
provisions  for  carrying  charges  on  the  funds  obtained  for  the  con- 
struction of  the  Penning  power  plant,  not  to  mention  the  expense 
which  nmst  necessarily  have  been  incurred  by  the  older  company. 

"Owmg  to  the  piecemeal  method  by  which  a  considerable  part  of  the 
extensions  to  the  plant  has  been  constructed,  it  is  certain  that  there 
would  not  be  occasion  for  systematic  borrowmg  at  every  step.  Much 
of  the  smaller  extensions  would  be  financed  by  funds  available  from 
surplus  earnings;  nevertheless,  it  is  not  denied  that  the  funds  for 
the  greater  part  of  the  construction  work  could  only  be  olitained 
by  borrowing  from  outside  sources. 

"To  make  an  allowance  for  this  claim  it  is  necessary  to  determine  the 
a\erage  period  of  time  which  would  elapse  before  the  property 
could  be  brought  to  the  point  of  producing  revenue.  The  company 
claims  that  eight  months  would  be  a  fair  estimate  for  this  purjiose, 
which,  at  the  rate  of  6  per  cent,  would  produce  an  equivalent  of 
4  per  cent  on  all  construction.  It  is  well  known  that  in  the  case 
of  jiower-station  equipment  most  of  the  apparatus  is  piu'chased 
under  contract,  the  final  i^ayincnts  being  withheld  until  the  ajiparatus 
is  in  effective  operation.  About  one-third  of  the  plant,  reckoned 
on  money  expended,  is  therefore  mstalled  under  circumstances 
which  tend  to  show  that,  with  proper  engineering  foresight,  the 
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company  would  not  lie  called  upon  to  pay  for  its  equiijmcnt  in 
installments  on  the  average  more  than  six  months  at  most  before 
producing  revenue.  Land  and  huildmgs,  representing  an  investment 
of  slightly  over  $1,000,000  would,  of  course,  cover  a  longer  period. 
But  the  distribution  system,  mcluding  services,  transformers,  meters, 
etc.,  which  constitutes  the  remainder  of  the  investment,  would 
probably  cover  a  much  shorter  jieriod,  owing  to  the  gradual  rate  of 
growth  of  this  part  of  the  plant.  If  this  reasoning  is  correct,  it 
would  appear  that  an  allowance  of  3  per  cent,  or  a  total  of  $240,000, 
on  an  investment  of  approximately  $8,000,000,  would  be  fair  and 
reasonable." 

314.3— Bond  Discounts. 

There  are  two  items  in  the  accounts  of  the  electric  company  representing 
discount  on  bonds  and  commissions,  one  entered  m  1899  and  the  other 
in  1903.     The  Commission  says: 

"Under  the  present  classification  of  accounts  in  effect  January  1, 1910, 
charges  of  this  nature  are  amortized  over  a  period  of  years  through 
operations  and  never  constitute  a  construction  charge.  A  previous 
classification  of  accounts  prescribed  for  use  by  electric  railway 
companies  about  1903  permits  the  capitalizing  of  such  charges,  and 
this  authority  is  quoted  as  substantiating  the  position  of  the  company 
in  that  these  charges  should  not  be  excluded  from  their  plant  accoimt. 
While  the  company  could  be  required  to  amortize  these  charges  in 
the  future,  they  may  also  be  allowed  to  remain  in  the  property 
account  as  bemg  necessary  expenditures  in  the  early  financing  of  the 
company. 

"It  has  seemed  proper  to  consider  this  latter  view,  inasmuch  as  the 
expenses  when  mcurred  were  properly  chargeable  to  capital." 

[The  Commission's  discussion   of  reproduction-cost-new  will  be  given  in  next 
week's  issue  of  Rate  Research.] 


REFERENCES 
RATES 

514 — Demand  Basis. 

The  Group  Block  Rate,  by  J.  E.  McLeod.  Read  Before  the  Annual 
Convention  of  the  Missouri  Association  of  Public  Utilities,  May  17-19, 
1917. 

A  form  of  gas  rate  schedule  developed  by  Mr.  Henry  I.  Lea  of  Chicago,  and  knomi 
as  the  Lea  Group  Block  System,  is  described.  In  building  a  rate  schedule  under 
the  Group  Block  System,  "the  cost  of  serving  each  customer,  or,  rather,  group  of 
customers,  is  determined.  This  is  done  by  making  a  complete  analysis  of  the 
operating  expenses,  allocating  the  various  items  of  expense  under  the  heading.s  of 
Capacity  or  Demand  Exiiense,  Customer's  Expense  and  Output  or  Production 
Expense.  As  an  example  of  the  Group  Block  Rate  the  following  schedule  adopted 
by  the  Laclede  Gas  Light  Company,  St.  Louis,  in  July,  1916,  is  given: 
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Charge  for  Gas  Used  Through  One  Meter  in  One  Month. 

Initial  vokime at  $0.75  net  per  M.  Cubic  Feet 

Secondary  volume at      .55  net  per  M.  Cubic  Feet 

All  additional at      .45  net  per  M.  Cubic  Feet 


Capacity  Required  per  Hour 

"(Cubic  Feet) 


0-200. 


Size  Meter 
Used 

5  Lt.  Ord.l 
10  Lt.  Ord 
5  Lt.  "B' 


Initial      Secondary 
Volume        Volume 
(Cu.Ft.)     (Cu.  Ft.) 


7,800 


6,800 


200-800. 


20  Lt. 

Ord.l 

.30  Lt. 

Ord. 

10  Lt. 

"B" 

45  Lt. 

Ord. 

60  Lt. 

Ord. 

30  Lt. 

"B" 

80  Lt. 

Ord. 

00  Lt. 

Ord.J 

11,100 


6,800 


800-2,000. 


150  Lt. 

Ord.l 

60  Lt. 

"B" 

200  Lt. 

Ord. 

250  Lt. 

Ord. 

100  Lt. 

"B" 

20,300 


6,800 


2,000-3,000 150  Lt.  "A"        37,400  6,800 

Over  3,000,  add  1,000  cubic  feet  to  the  Initial  Voliune  of  37,400  for  each  additional 
100  cubic  feet  of  hourly  capacity  required. 

It  is  assumed  that  a  meter  of  only  sufficient  capacity  to  take  care  of  the  customer's 
load  and  use  of  same  will  be  installed,  and  in  event  that  the  load  is  increased,  a 
larger  meter  will  be  required  to  meet  the  demand  and  the  Initial  Volume  at  the 
Initial  Rate  will  be  increased  accordingly.  If,  on  the  other  hand,  the  load  is 
reduced,  a  meter  of  smaller  capacity  can  be  used  and  the  Initial  Volume  reduced. 
The  -writer  claims  as  one  advantage  of  this  type  of  rate  that  this  method  of  deter- 
mining the  rate  based  upon  the  load  factor  and  the  meter  capacity  has  in  many 
instances  resulted  in  the  customer's  changing  his  method  of  using  the  cormected 
load  to  longer  periods,  so  as  to  secure  the  benefit  of  a  smaller  Initial  Volume  and 
a  correspondingly  lower  average  rate.  This  has  had  the  very  desirable  effect  of 
converting  short  hour  users  into  long  hour  ones,  thereby  straightening  the  con- 
sumption curve. 

600— Rate  Differentials. 

A  Correct  Theory  of  Prorating 
TO  Secure  Industrial  Business. 
trading,  May  9,  1917.  p.  425,  1  page. 

The  editorial  makes  a  plea  for  the  adoption  by  water  utilities  of  the  principles  and 
methods  of  rate  making  which  have  been  developed  by  electric  companies.  The 
writer  explains  the  method  of  determining  rates  for  different  classes  of  service 
upon  the  "separate  plant  theory  of  prorating  costs"  and  makes  a  further  analysis 
of  costs  to  illustrate  the  considerations  which  govern  in  fixing  rates  to  secure 
additional  business  so  that  all  classes  may  receive  the  benefit  of  the  economies 
resulting  from  the  enlarged  service. 

It  is  assumed  in  one  case  that  a  large  mill  is  to  be  built  and  desires  water  .service 
.ind  in  another  case,  that  a  mill  is  already  l)uilt  and  provided  with  its  own  pump- 
ing plant.  The  writer  carries  out  a  calculation  to  determine  in  each  case  what 
would  be  a  rate  which  would  secure  to  the  public  plant  (he  business  of  the  large 
industrial  user  and  at  the  same  time  be  remunerative  to  the  public  water  plant. 


Costs  in  Fixing  Water  Rates 
Editorial,   Engineering  and  Con- 
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630— Cost  of  Supplies. 

Variable  v.s.  Fixed  Rates,  by  John  A.  Porter.  Paper  Read  Before 
the  Annual  Convention  of  the  Missouri  Association  of  Public  Utilities, 
May  17-19,  1917. 

During  the  past  year  the  unprecedented  advance  in  the  cost  of  coal,  labor,  power 
plant  and  line  supplies  and  almost  every  other  element  entering  into  production  has 
become  a  serious  burden  upon  the  public  utility.  Unlike  other  lines  of  manu- 
facture, the  utility  continues  to  sell  its  product  for  the  same  price,  or  at  lower 
rates  than  it  did  a  year  or  two  ago,  when  prices  were  normal.  Under  these  condi- 
tions the  injustice  of  the  fixed  rate  for  utility  service  is  emphasized,  and  the 
writer  points  out  the  necessity  for  the  introduction  of  a  variable  factor  in  rate 
making  in  lieu  of  the  present  system  of  fixed  rates. 

INVESTMENT  AND  RETURN 

395— Proceedings  of  Technical  Associations. 

N.  E.  L.  A.  Convention  Papers  and  Reports.  Electrical  World,  May 
12,  1917.  p.  884,  33  pages. 

A  report  of  the  special  meeting  of  the  National  Electric  Light  Association,  May 
9  and  10.  in  New  York,  is  given  together  with  abstracts  of  a  number  of  p.apers  and 
committee  reports  which  had  been  prepared  for  presentation  at  the  Atlantic  City 
Convention. 
340— Rate  of  Return. 

President  H.  A.  Wagner,  in  his  address  to  the  Association  (p.  891),  discusses  the 
question  of  reward  to  the  central  station  for  efficiency  in  operation  and  manage- 
ment. The  public  service  business,  just  as  any  other,  must  have  some  incentive 
to  induce  improvement  and  economy.     He  says: 

"If  rates  are  continually  being  lowered,  with  no  increase  in  profits,  all  incentive 
to  adopt  methods  to  lower  operating  expenses  will  naturally  cease.  Some  fair 
division  of  excess  profits  between  the  consumers  .and  the  companies  is  therefore 
essential  to  assure  the  best  results  for  the  consumers.  Reductions  in  rates, 
without  the  attend.ant  possibility  of  increased  dividends,  are  not  only  unfair 
but  prejudicial  to  the  best  interests  of  the  public.  The  consumers  .are  de- 
pendent upon  the  public  service  company,  and  the  company  is  dependent  upon 
the  consumers.  The  relation  of  the  two  should  really  resemble  a  partnership 
for  mutual  benefit.  Their  interests  are  not  opposed,  but  actually  interde- 
pendent. Neither  should  seek  to  reach  for  all  the  benefits,  for  they  would  be 
of  short  duration." 

PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

PrBLic  Utilities  Commission  of  Maine.  Second  Annual  Report, 
1916.     590  pases. 

The  Commission  has  issued  its  second  annual  report  for  the  year  ended  October 
31,  1916.  A  summ.ary  is  given  of  the  general  orders  issued,  the  formal  cases  before 
the  Commission,  and'security  issues  authorized  for  the  period  covered.  Stat  istics 
compiled  from  the  reports  (if  electric  companies  and  other  utilities  to  the  Com- 
mission for  the  year  ended  .June  30,  191G,  arc  given  in  tabulated  form. 

310— Valuation. 

The  public  utilities  act  provides  that  the  Commission  shall  have  power  and  it 
shall  be  its  dutv  to  m.ake  a  valuation  of  the  property  of  any  public  utility  in  the 
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state  whenever  it  is  deemed  necessary  for  the  fixing  of  fair  and  reasonable  ratesj 
In  connection  with  reciuests  for  the  approval  of  the  issue  of  securities,  as  wel 
as  in  rate  cases,  several  of  the  larger  companies  have  imdertaken  complete  valua" 
tions  of  their  properties.  In  other  cases  the  Commission  has  made  independent 
valuations,  and  the  Commission  states  that,  in  order  to  obtain  a  more  accurate 
working  knowledge  of  local  conditions  in  each  eommimity,  it  is  making  and  is 
about  to  make  valuations  of  one  or  more  companies  Ln  each  coimty  in  the  state. 
As  to  the  usefulness  of  these  valuations,  the  Commission  saj's: 

"When  these  companies  and  this  Commission  shall  have  on  their  files  this 
complete,  accurate  and  up  to  date  information,  the  matter  of  keeping  it  up 
to  the  miiuite  each  year,  will,  luider  present  methods  of  bookkeeping,  be  com- 
paratively simple  and  its  value  to  each  company,  the  public  and  the  Commis- 
sion will  be  greater  than  its  cost.  We  shall  then  all  know  the  exact  ratio  of 
the  return,  in  the  form  of  rates,  to  the  fair  value  of  the  property  devoted  to 
the  public  service,  and  the  amoimt  to  be  charged  the  public  to  produce  that 
return.  Without  this  information  no  accurate  conclusion  can  be  reached  by 
the  Commission  as  to  the  matter  of  the  reasonableness  of  rates,  nor,  in  many 
cases,  as  to  the  propriety  of  authorizing  an  issue  of  securities." 

200 — Public  Service  Regulation — Law  and  Practice. 

Rel.\tions  of  Public  Utility  Companies  to  the  Public,  by  W.  W. 
Freeman.  Electrical  Review  and  Western  Electrician,  May  19,  1917. 
p.  824.     1§  pages. 

The  writer  discusses  problems  incident  to  the  public  utility  business  as  distinct 
from  other  business.  In  regard  to  the  regulation  by  commissions  of  the  rates  of 
such  utilities,  he  says: 

"If  it  is  conceded  that  public  regulation  of  utility  companies  is  necessary  and 
proper,  it  should  be  agreed  with  equal  pasitiveness  that  regulation  which  is 
merely  restrictive  and  not  co-operative  is  unwise  and  in  many  cases  actually 
harmful  to  public  interest.  One  of  the  chief  disadvantages  of  drastic  regula- 
tion consists  in  the  removal  of  the  proper  incentive  to  gain  through  imusual 
initiative  and  efficiency.  In  this  thought  lies  the  key  to  proper  co-operative 
regulation.  There  has  been  a  natural  but  harmful  tendencj'  to  adopt  arbitrary 
rules  in  the  fixing  of  rates.  Usually  the  property  has  been  appraised  upon 
a  basis  of  present  value,  ignoring  actual  investment  and  other  meritorious 
considerations;  then  a  rule  of  some  fixed  rate  of  return  has  been  applied  to 
such  valuation  and  rates  fixed  accordingly. 

"This  system  of  making  rates  puts  a  premium  on  inefficiency  and  indifference 
in  the  matter  of  expenses  and  encourages  one  company  to  continue  its  indifferent 
methods  in  the  security  of  non-interference  with  its  rates  so  long  as  they  do 
not  exceed  a  fi.xed  rate  of  return,  while  it  penalizes  another  company  which, 
through  imusual  efficiency,  may  be  giving  its  customers  better  service  at  even 
lower  rates,  but  which  through  its  superior  organization,  is  earning  a  some- 
what higher  rate  of  return  upon  its  property  valuation.  It  may  be  admitted 
that  there  are  difficulties  in  the  way  of  applying  co-operative  regulation  fairly 
in  individual  cases,  but  the  difficulty  of  a  task  is  no  excuse  for  shirkmg  any 
responsibility  which  bears  upon  the  promotion  of  the  public  interest. 

"The  public  utility  and  the  public  ought  to  be  acting  as  partners  in  prodvicing 
the  best  possible  service  at  reasonable  rates.  An  effective  means  of  promoting 
this  end  may  be  found  in  granting  an  incentive  in  the  form  of  increased  profits 
in  proportion  to  the  degree  of  unusual  efficiency  shown  by  the  company.  The 
public  is  the  sufferer  not  less  than  the  public  utility  company,  if  such  induce- 
ment is  not  offered.  To  put  the  matter  concretely,  it  is  far  better  to  permit 
an  electric  lighting  company  to  earn  a  nine  per  cent  dividend,  if  a  rate  of  eight 
cents  per  kilowatt-hour  is  thereby  secured,  than  it  is  to  pay  a  rate  of  nine 
cents  per  kilowatt-hour,  even  if  the  company  charging  the  higher  rate  earns 


128  11        Rate     Research 


only  an  eight  per  cent  dividend.  It  may  seem  paradoxical  to  suggest  that  a 
higher  dividend  may  produce  a  lower  rate,  but  it  may,  nevertheless,  frequently 
be  true,  and  the  explanation  may  be  found  in  the  special  and  justifiable  incentive 
to  increased  efficiency  furnished  by  promise  of  proper  reward." 

MUNICIPALITIES 

830— Public  Ownership. 

AcwoRTH  ON  Go^'ERNMENT  OWNERSHIP.  The  Traffic  World,  Maj'  19, 
1917.    p.  1110.     li  pages. 

Mr.  W.  M.  Acworth,  England's  leading  railroad  authority,  appeared  before  the 
joint  committee  of  Congress  on  interstate  commerce,  May  7,  to  discuss  the  quest  ion 
of  government  o\^^le^ship  of  railroads  in  foreign  coimtries.  Mr.  Acworth  expressed 
the  opinion  that  government  ownership  of  railways,  either  in  the  United  States 
or  in  Great  Britain,  is  imnecessary  and  would  produce  vmsatisfactory  results.  "In 
all  the  history  of  railway  development,"  he  said,  "it  has  been  the  private  com- 
panies that  have  led  the  way,  the  state  systems  that  have  brought  up  the  rear. 
It  would  be  difficult  to  point  to  a  single  important  invention  or  improvement,  the 
introduction  of  which  the  world  owes  to  a  state  railway." 

While  it  is  true,  he  said,  that  most  countries  own  their  o^-n  railways;  on  a  mileage 

basis,  less  than  one-third  of  the  world's  700,000  miles  of  railway  is  government 

owned. 

Mr.  Acworth  sim:imarized  his  conclusions  as  to  government  o^vnership  of  railroads 

as  follows: 

"It  is  impossible  to  obtain  satisfactory  results  on  government  railways  in 
a  democratic  state  imless  the  mtuiagement  is  cut  loose  from  direct  political 
control.  Neither  Australia  nor  any  other  country  with  a  democratic  constitu- 
tion— perhaps  an  exception  ought  to  be  made  of  Switzerland — has  succeeded  in 
maintaining  a  permanent  severance.  The  Australian  parliaments  have  loosened 
their  hold  for  a  few  years,  but  only  for  a  few  years.  In  France,  in  Belgium, 
in  Italy,  parliamentary  interference  has  never  been  abandoned  for  a  moment. 
Without  imputing  a  double  dose  of  original  sin  to  politicians,  it  is  easy  to  see 
why  this  happens. 

"The  railways  belong  to  the  people.  Parliament  is  the  authorized  representa- 
tive of  the  people.  It  seems,  therefore,  to  the  ordinary  citizen  only  right  and 
natural  that  parliament  should  control  the  management  of  the  people's  rail- 
ways. And  yet  facts  are  stubborn  things,  and  the  facts  show  that  parliamen- 
tary interference  has  meant  rimning  the  railways,  not  for  the  benefit  of  the 
people  at  large,  hut  to  satisfy  local  and  sectional  or  even  personal  interests. 
They  show  further,  that,  under  parliamentary  management,  it  is  easier  to 
get  money  for  big  schemes  of  new  construction  than  for  inconspicuous  day  to 
day  betterments  and  improvements  which  probably  would  produce  much 
greater  public  benefit. 

"Some  day,  perhaps,  having  learned  wisdom  by  ex-perience,  a  parliament  and 
a  people  may  recognize  that  management  for  the  people  is  not  necessarily 
management  by  the  people;  that  there  are  other  branches  of  government 
besides  the  judicial  branch  unsuited  for  popular  interference,  and  may  establish 
a  permanent  state  railway  organization,  with  its  own  board  of  directors,  with 
its  own  sejiarate  budget,  and  entirely  independent  of  parliamentary  control, 
but  controlled  like  any  private  compimy  by  a  judicially  minded  commission, 
rccjuired  also  like  a  private  company  to  earn  a  dividend  for  its  stockholders, 
the  people.  And  then  a  main  objection  to  government  railways  in  adcmocratic 
state  will  have  lost  its  force. 

"But  hitherto  no  parliament  and  no  people  have  recognized  this  fact,  even 
though  it  stands  out  abimdantly  clear  on  the  pages  of  railway  history." 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted lierein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
OREGON 

720— Rate  Schedules. 

Portland  Railway,  Light  and  Power  Company,  Investigation  of 
Rates  for  Electric  Service.  Decision  of  the  Oregon  Public  Service 
Commission,  Fixing  Rates  for  Residence  Lighting  and  Commercial 
Power.     May  19,  1917. 

The  Commission  on  its  own  motion  conducted  a  comprehensive  inves- 
tigation to  detemiine  the  reasonableness  of  the  rates,  rules  and  regula- 
tions of  the  Portland  Railway,  Light  anil  Power  Company.  The 
findings  of  the  Coimnission  with  regard  to  the  value  of  the  properties 
were  reported  in  9  Rate  Research  202,  215  and  11  Rate  Research  83. 
With  the  finduigs  of  value  as  a  basis,  the  Commission  mvestigated 
the  question  of  rates  for  the  electric  utility. 

340 — Rate  of  Return. 

The  Commission  found  that  the  average  annual  return  of  all  the  utility's 
operations  for  the  four  and  one-half  years  ending  December  31,  1916, 
has  been  5.27  per  cent.,  and  for  the  one  and  one-half  years  ending 
December  31,  1916,  4.16  per  cent.     The  Commission  says: 

"It  is  believed  that  the  conditions  existing  during  the  one  and  one- 
half  years  ending  December  31,  1916,  may  lie  considered  as  fairly 
indicative  of  those  to  be  encountered  in  the  near  future.  Analysis 
of  the  income  of  the  electric  utility  foi-  this  period  on  the  same 
basis  as  followed  for  the  entire  property  indicates  that  the  average 
annual  rctiu-n  has  Ijeen  4.8  per  cent. 

"This  figure  is  lielow  the  usual  rate  of  mtercst  prevaiUng  throughout 
this  district  and  is  not  a  fair  return  for  the  service  performed. 

"It  is  also  a])parent  that  the  rate  of  return  which  this  company 
might  reasonably  expect  cannot  be  made  the  primary  consideration 
in  the  fixing  of  rates  for  its  light  and  power  operations. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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452 — Competition. 

"During  the  past  few  years  a  sharp  decrease  in  the  revenues  of  the 
utihty  has  occurred  m  all  departments  of  its  business.  In  the 
operation  of  the  light  and  power  department  this  decrease  has 
resulted  primarily  from  the  existence  of  the  keen  competition  of 
another  utility  offering  rates  below  those  of  the  respondent  for 
like  services.  These  lower  competitive  rates  have  been  made 
possil)le  by  the  development  of  that  utility's  business  on  a  plan 
designed  to  enter  only  the  richest  field  of  levenue.  Service  has  not 
lieen  offered  generally  to  the  entire  city,  rather  it  has  been  confined 
to  limits  wherein  existed  the  most  dense  population  and  concen- 
trated business  activity. 

"By  this  competition  the  respondent  company  has  naturally  been 
depri\cd  of  a  large  percentage  of  the  business  upon  which  it  must 
depend  to  protect  its  revenues,  but  has  been  left  with  the  continuing 
requirement  to  serve,  without  increased  rates,  the  outlying  territory, 
which  mvolves  a  much  greater  expense  per  unit  of  service  delivered. 
"This  competition  is  continuing  without  abatement  at  the  present 
time,  with  consequent  serious  detachment  of  profitable  business 
for  the  respondent  company's  system,  which,  if  allowed  to  continue, 
will  result  in  irreparable  damage  to  the  reasonable  mvestment 
previously  found  to  exist  in  the  property. 

"In  view  of  the  competitive  conditions  existing,  and  other  features 
surrounding  the  business  of  the  respondent,  including  the  practical 
and  successful  reduction  of  the  value  of  service  to  the  consumer  by 
the  comjDetitor's  lower  rate,  the  Conunission  believes  that  the  present 
charges,  m  so  far  as  they  differ  from  those  set  out  hereafter,  although 
not  producing  an  excessive  or  even  fair  return  on  the  investment, 
are  unreasonable,  and  are  not  such  as  to  ultimately  produce  the 
greatest  use  of  the  service  by  the  consumers,  or  yield  the  greatest 
reasonable  return  to  the  investors  in  the  property. 
"The  present  findings  will  cover  only  the  residence  lighting  and 
•  commercial  power  rates,  and  the  rules  appiu-fenant  to  their  apiilica- 
tion.  The  Commission  has  full  knowledge  that  adjustment  will 
be  required  in  other  parts  of  the  present  schedule,  particularly 
with  regard  to  the  commercial  lighting  rates,  but  does  not  consitler 
its  present  information  of  sufficient  extent  to  justify  such  adjust- 
ments at  this  time,  and,  therefore,  reserves  jurisdiction  in  those 
matters  and  subsequent  order  will  be  issued  at  such  time  as  it  can 
l)ecome  more  fully  advised  thereon." 

628— Quantity  Use. 

The  Conunission  directed  attention  to  the  company's  method  of  charg- 
ing for  apartment  house  service. 

"The  utility  now  maintains  svich  service  subject  to  the  following 
rule : 

"  'If  the  iiianagoment  or  owner  of  .iii  apartnu-nl  liousp  will  af  sunic  llic  payment 
of  tlic  l)ills  for  all  current  consvimod  by  the  various  apartments,  he  may  sign 
a  contract  for  tlie  total  consumption  and  obtain  the  benefit  of  any  quantity 
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discount  which  may  apply  to  the  total  consumption,  the  rate  being  based  on  a 
demand  of  one-third  of  the  total  connected  lighting  load  of  the  various  apart- 
ments and  the  common  or  private  basements,  plus  the  demand  of  the  common 
halls,  entrances  and  other  common  use  area  which  will  be  based  on  the  full 
connected  load. 

"  'The  minimum  charge  will  be  based  on  the  rate  of  SI. 00  per  month  per 
kilowatt  connected. 

"  'In  addition  to  the  quantity  discount,  if  any,  a  discount  of  10  per  cent  w'ill 
be  allowed  as  additional  compensation  for  the  guarantee  and  collection  of  in- 
dividual apartment  bills. 

" 'The  Company  will  furnish  a  separate  bill  for  the  monthly  consumption  of 
each  meter  at  the  regular  rate,  in  addition  to  the  bill  for  the  total  consumption. 
"  'The  Company  reserves  the  right,  at  its  option,  to  bill  the  management  of 
the  apartment  house  with  the  total  consumption,,  as  measured  by  a  master 
meter,  instead  of  the  total  consumption  as  represented  by  the  sum  of  the 
individual  readings  of  the  apartment  meters.' 

"The  Commission  does  not  object  to  the  practice  in  so  far  as  it 
gives  to  the  operator  of  the  house  a  wholesale  rate.  He  is  entitled 
to  the  same  consideration  given  other  large  consumers  with  smiilar 
operating  conditions.  Nor  can  there  be  objections  to  the  payment 
of  reasonable  commissions  for  services  rendered  or  responsibility 
assumed  in  the  collection  and  guarantee  of  mdividual  bills  rendered 
to  the  various  consumers  by  the  company. 

"However,  the  rule  as  applied  combines  these  privileges,  only  one 
of  which  in  any  jjarticular  case  can  be  reasonably  justifiable.  It 
gives  the  apartment  house  operator  as  a  wholesale  customer  the 
use,  without  compensation,  of  meter  installations  for  mdividual 
apartments,  and  the  use  of  the  utility's  operating  force  m  the  main- 
tenance and  reading  of  these  meters,  and  in  the  computation  and 
rendermg  of  the  individual  bill. 

"The  Commission  finds  that  this  practice  is  unjust,  unreasonable 
and  unjustly  discriminatory  in  so  far  as  it  gives,  without  compensa- 
tion therefor,  to  a  particular  t\pe  of  busmess  which  does  not  have 
appreciably  different  operating  characteristics,  additional  advantages 
not  shared  by  other  lighting  customers." 

720— Rate  Schedules. 

The  rates  prescribed  for  residence  lighting  and  commercial  power  are 

as  follows: 

RESIDENCE  LIGHTING. 

Rate. 

First  20  kilowatt-hours  per  month  for  first  600  watts  or  less  of   installation,  plus 

1  kilowatt-hour  per  month  for  each  additional  30  watts  of  installation  (Ln  excess 

of  600),  will  be  at  the  primary  rate.  " 

All  consumption  in  excess  of  that  at  the  primary  rate  will  be  at  the  secondary 

rate. 

Primary  Rate. 

$1.00  for  the  first  1.3  kilowatt-hours  or  less. 

7  cents  per  kilowatt-hour  for  all  excess  over  13  kilowatt-hours. 

Secondary  Rate. 

3  cents  ()er  kilowatt-hour  for  the  first  50  kilowatt-hours. 
2  cents  per  kilowatt-hour  for  excess  over  50  kilowatt  hours. 
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Prompt  Payment  Discount. 

A  discount  of  5  per  cent  will  l)e  sivcn  for  i)avnient  within  ten  days  from  the 
date  of  bill. 

Minimum  Charge. 

$1.00  per  month  for  lighting  service. 

$2.00  per  month  for  lighting  service,  in  combination  with  heating,  cooking  and 
small  domestic  power  loads  having  a  possible  connected  capacity  in  excess 
of  2  kilowatts. 

Determination  of  Connected  Load. 

Lighting  eciviipment  in  excess  of  1  watt  per  square  foot  of  floor  area  in  any 
room  will  not  be  considered  in  determining  the  size  of  the  installation. 

No  heating,  cooking  or  power  api)liances  will  be  considered  in  the  determina- 
tion of  installation  in  the  lighting  rate. 


COMMERCIAL  POWER. 

Rate. 

First  73  hours'  use  per  month  of   the  consmner's  demand  will  Ije  at  the  nrimarv 
rate.  ■' 

All  consumption  in  excess  of   that  at  the  primary  rate  will  be  at  the  secondary 
rate. 

Primary  Rate. 

5  cents  per  kilowatt-hour  for  the  first  500  kilowatt  hours. 
4  cents  per  kilowatt-hour  for  the  next  500  kilowatt-hours. 
3  cents  per  kilowatt-hour  for  the  next  4,000  kilowatt-hours. 
2  cents  per  kilowatt-hour  for  excess  over  5,000  kilowatt-hoiu's. 

Secondary  Rate. 

For  installations  with  a  demand  of  10  kilowatts  or  less. 

2  cents  per  kilowatt-hour  for  the  first  1,000  kilowatt-hom-s. 

1.25  cents  per  kilowatt-hour  for  excess  over  1,000  kilowatt  hours. 
For  installations  with  a  demand  of  from  10  to  20  kilowatts. 

1.75  cents  per  kilowatt-hour  for  the  first  2,000  kilowatt-hours. 

1  cent  per  kilowatt-hour  for  excess  over  2,000  kilowatt-hovu-s. 
For  installations  with  a  demand  of  from  20  to  35  kilowatts. 

1.5  cents  per  kilowatt-hour  for  the  first  3.000  kilowatt-hours. 
.9  cent  per  kilowatt-hour  for  excess  over  3,000  kilowatt-hours. 
For  installations  with  a  demand  of  from  35  to  50  kilowatts. 

1.25  cents  per  kilowatt-hour  for  the  first  li,000  kilowatt-hours. 
.8  cent  per  kilowatt-hour  for  excess  over  6,000  kilowatt-hours. 
For  installations  with  a  demand  of  from  50  to  100  kilowatts. 
1  cent  per  kilowatt-hour  for  the  first  9,000  kilowatt-hours. 

.8  cent  per  kilowatt-hour  for  excess  over  9,000  kilowatt-hours. 
For  installations  with  a  demand  of  over  100  kilowatts. 

1.0  cent  per  kilowatt-hour  for  the  first  10,000  kilowatt-hours. 

0.8  cent  per  kilowatt-hour  for  the  next  20,000  kilowatt-hours. 

0.7  cent  per  kilowatt-ho\u-  for  the  next  40.000  kilowatt-hours. 

O.li  cent  per  kilowatt-hour  for  the  next  SO.OOd  kilowatt-hours. 

0.5  cent  per  kilowatl-hour  for  excess  over  15(),0tX)  kilowatt-hours. 

Application  of  Secondary  Rate. 

At  the  time  of  contract  the  consumer  shall  be  placed  upon  that  secondary  rate 
which  his  load  conditions  indicate  as  the  most  economical.     If,  at  the  end  of 
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a  period  of  12  consecutive  months  of  service  thereafter,  or  a  shorter  period 
caused  by  the  termination  of  a  contract,  it  is  foimd  that  a  lower  total  charge 
for  the  period  could  have  been  obtained  imdcr  any  other  secondary  rate,  the 
consumer  shall  be  credited  with  the  amoimt  of  the  difference  and  shall  be 
entitled  to  continue  service  under  the  more  advantageous  rate,  subject  to 
similar  correction  at  the  end  of  each  succeeding  period  of  12  consecutive 
months  of  service  thereafter,  or  after  a  shorter  period  caused  by  the  termina- 
tion of  his  contract. 

Minimum  Charge. 

Sl.UU  per  month  per  kilowatt  of  demand. 

No  minimum  less  than  $1.00  per  month. 

Any  consumer  operating  imder  a  secondary  rate  schedule,  with  demand  limits 

higher  than  his  actual  demand,  shall  pay  a  minimum  bill  indicated  by  the 

lowest  demand  provided  in  that  schedule. 

When  the  demand  of  any  consumer  is  determined  monthly,  the  minimum  bill 

shall  be  based  upon  the  kilowatts  of  service  capacity  contracted  for  by  the 

■consumer. 

PHILIPPINE  ISLANDS 

631— Cost  of  Supplies— Coal. 

Cavite  Electric  Light  and  Power  Plant,  Application  for  Authority 
to  Increase  Rates.  Decision  of  the  Public  Utilities  Commission  of 
the  Philippine  Islands,  Granting  the  Apphcation.  March  27,  1917. 
The  petitioner  showed  a  deficit  from  ojieration  chie  to  the  increase  in 
the  cost  of  coal.  The  commission  authorized  the  Company  to  put  into 
effect  a  25%  incrtease  in  its  rates  for  electric  service,  both  to  the  munic- 
ipality and  the  private  consumers. 

DISTRICT  OF  COLUMBIA 

310— Valuation. 

Valuation  of  the  Potomac  Electric  Power  Company,  and  Other 
Pul)lic  Utility  Properties  in  the  District  of  Columbia.  Ophiion  and 
Findings  of  the  Public  Utilities  Commission  of  the  District  of 
Columbia.     May  2,  1917. 

The  report  of  the  valuation  of  the  properties  of  the  Potomac  Electric 
Power  Company,  the  Georgetown  Gas  Light  Company,  the  Washington 
Gas  Light  Company  and  the  Chesapeake  and  Potomac  Telephone 
Company  was  begun  in  11  Rate  Research  103  in  which  the  Commis- 
sion's holdings  on  accrued  depreciation  and  the  fixuig  of  annual  rates 
of  depreciation  were  covered.  In  last  week's  issue  of  Rate  Re.search 
(p.  119)  the  Commission's  holdings  on  original  or  historical  cost  were 
given.  The  discussion  of  reproduction  cost  new  and  holdings  on 
various  elements  making  up  reproduction  cost  are  reported  in  tlie  fol- 
lowing. The  method  of  jirocedure  was  jiractically  the  same  in  all 
cases.  The  extracts  are  from  the  opinion  in  the  Potomac  Electric 
Power  Company  case  unless  otherwise  indicated. 
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311.2— Reproduction  Cost  New. 

Regarding  reproduction  cost  new  of  the  properties,  the  Commission 
says : 

"The  Act  of  Congress  referred  to  specifically  provides  that  'the 
amount  of  money  expended,'  or  historical  cost,  and  'the  amount  of 
money  it  would  require  to  *  *  *  reconstruct,'  or  reproduction 
cost,  should  be  independently  determined,  together  with  other 
elements  of  value.  Therefore,  cost  of  reproduction  has  been  con- 
sidered in  its  strict  sense,  unmodified  by  considerations  of  past 
actual  costs,  procedures,  or  physical  conditions,  except  as  such 
information  was  an  aid  in  determining  present  costs  ancl  processes. 

"Mr.  Pillsbury  (consulting  engineer,  in  charge  of  the  Commission's 
engineering  division],  in  liis  report  and  testimony  defined  'cost  of 
reproduction,'  or  'reproduction  cost,'  to  mean  the  estimated  normal 
cost  to  acquire  the  land  and  reproduce  the  substantially  identical 
used  and  useful  physical  property  as  of  July  1,  1914,  as  a  continuous 
process  in  the  most  efficient  humanly  practicable  manner,  under  the 
liypothetical  condition  that  the  present  property  is  non-existent, 
except  for  purposes  of  inventory.  More  specifically,  Mr.  Pillsbury 
based  his  report  on  the  following  assumptions  and  theories: 

"It  is  assumed  that  the  property  is  reproduced  as  a  continuous 
process  during  a  period  of  three  years,  terminating  July  1,  1914, 
and  that  the  property  in  part  is  put  to  use  and  service  started  at 
the  end  of  the  second  year. 

"It  is  assumed  that  the  company  is  organized  and  incorporated  prior 
to  construction  and  the  estimated  costs  of  such  organization  for 
construction  only  (exclusive  of  all  costs  of  promotion,  financing  and 
operation),  are  included. 

"It  is  assumed  that  engineers  are  employed  to  make  preliminary 
surveys  and  reports,  to  prepare  plans  and  specifications,  and  to 
superintend  the  construction. 

"It  is  assumed  that  the  property,  aside  from  principal  power  plant 
and  substation  apparatus,  meters,  services,  commercial  lamps  and 
general   equipment,    is   installed   by   contractors   on   percentage   or 
cost-plus-fixed-sum  basis,  with  certain    major   materials   purchased 
directly  by  the  company  and  the  balance  by  the  contractor. 
"It  is  assumed  that  the  principal  apparatus  of  power  plant  and  suit- 
station  equipment  is  contracted  for  directly  with  the  makers  under 
the  engineer's  specifications,  and  that  meters,  services  and  commer- 
cial lamps  are  installed  by  the  company. 
"Contractor's  profit  is  included  in  the  unit  costs  of  paving. 
"It  is  assumed  that  the  items  of  general  equipment  are  purchased 
directly  by  the  company. 

"The  term  'contractor's  percentage,'  as  used,  applies  in  part  to  con- 
tractor's profit  and  in  part  to  certain  undistributed  costs  necessarily 
incident  to  the  construction,  but  which,  as  a  matter  of  convenience 
in  application,  were  not  allocated  to  the  indivitlual  unit  prices. 


11        Rate     Research  137 


"The  theory  was  not  that  of  comparative  plant  for  equivalent  service. 
The  reproduction  is  intended  to  be  that  of  a  substantially  identical 
property.  No  modifications  or  substitutions  were  considered,  except 
in  the  case  of  a  few  obsolete  items  of  minor  importance. 

"The  present  property  was  considered  as  existent  for  purposes  of 
inventory  only.  In  reproduction,  each  item  was  considered  as  repro- 
duced in  identical  location. 

"The  construction  is  assumed  to  be  carried  on  under  physical  and 
topographical  conditions  reasonably  assumed  to  exist  as  of  the  date 
of  the  investigation,  were  the  property  itself  (other  than  land),  non- 
existent, except  for  the  purpose  of  inventory." 

313— Prices. 

"The  costs  as  applied  to  the  inventory  are  of  three  classifications, 
namely,  unit  costs,  'contractor's  percentages'  and  general  costs. 
Unit  costs  are  applied  directly  to  the  inventory  items  and  in  nearly 
all  cases  (and  except  where  otherwise  noted),  include  the  labor  costs 
to  the  contractor  of  the  items  in  place.  'Contractor's  percentages' 
cover  additional  costs  and  profit  of  the  contractor  and  are  applied 
to  items  or  groups  of  items,  as  the  case  may  be,  of  property  assumed 
to  be  installed  by  contractor.  General  costs  refer  to  the  necessary 
and  proper  general  costs  of  the  owner,  constituting  certain  Interstate 
Commerce  Commission  accounts,  and  applied  in  the  final  total 
summaries  only. 

"Costs  are  not  necessarily  values.  The  costs  applied  are  intended 
to  represent  normal  costs  of  reproduction  under  normal  market  con- 
ditions. Abnormal  prices  of  Ijrief  duration,  whether  high  or  low, 
would  render  the  element  of  value,  cost  of  reproduction,  unstable, 
unsound  and  unsafe.  In  the  case  of  certain  commodities  of  fluctuat- 
ing prices,  such  as  copper  and  iron,  the  market  prices  were  averaged 
over  a  period  of  seven  years  and  the  trend  of  prices  studied,  not  to 
the  end  that  the  prices  adopted  might  l^e  representative  of  average 
past  conditions,  but  that  they  might  fairly  represent  prices  as  of 
the  date  of  the  investigation  (July  1,  1914),  under  normal  conditions 
such  as  should  have  obtained  had  the  causes  of  fluctuations  been 
non-existent.  Prices  current  July  1,  1914,  were  taken  as  to  all 
commodities  of  stable  prices,  or  the  prices  of  which,  as  in  the  case  of 
lumber,  are  on  a  steady  upward  trend. 

"In  the  case  of  certain  power-plant  machinery,  now  obsolete  as  to 
manufacture,  the  costs  applied  were  determined  on  the  basis  of  what 
the  costs  would  have  been  under  normal  market-price  conditions,  as 
of  July  1,  1914,  with  present  shop  methods  and  efficiency,  were 
identical  apparatus  still  bemg  manufactured  with  patterns,  standard 
parts,  etc.,  still  available." 

With  regard  to  the  increase  in  prices  due  to  war  conditions,  the  Com- 
mission says: 

"The  European  war  did  not  commence  imtil  August,   1914.     Its 
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effect  oil  the  cost  of  laljor  ami  material  was  first  a  depression  of 
short  duration,  since  which  prices  have  advanced  under  this  artificial 
stimulus  with  such  rapidity  and  to  such  an  extent  as  to  pre\ent  the 
formation  of  reliable  opinion  as  to  their  permanency  or  future  effect 
upon  the  industrial  and  economic  situation  in  this  country.  What- 
ever virtue  there  may  be  in  some  inclusion  in  fair  value  now  of 
speculative  values  of  the  past,  which  the  inil)lic  may  to  some  extent 
have  been  a  party  to,  or  may  have  condoned  ui  part  liy  failure  to 
exercise  its  authority  to  the  contrary,  under  what  principle  of  law  or 
equity  may  purely  speculative-cost  uicrements  be  created  and  ailded 
now  under  the  very  eyes  of  the  commission  ami  during  the  very  time 
of  its  investigations  to  find  fair  value?  Whatever  war  prices  the 
company  has  been  compelled  to  pay  since  July  1,  1914,  are  allowed. 
They  represented  investment  honestly  and  prudently  made.  The 
property  represented  by  them  should  therefore  not  be  considered 
as  to  wiiat  would  have  been  its  cost  as  of  July  1,  1914,  liut  must  be 
considered  in  the  final  finding  of  fair  value  at  what  it  actually  did  cost. 
This  having  been  done,  the  commission  feels  that  no  hijustice  is  done 
to  the  public  and  no  undue  achaiitage  gi\en  to  the  company." 

In  the  valuation  of  the  telephone  property,  the  Commission  says  that  the 

Chesapeake  &  Potomac  Telephone  Company 

"...  submitted  considerable  evidence,  the  result  of  long  study 
on  the  part  of  its  cost-analysis  staff  in  New  York,  showing  how  it 
derived  its  base  cost  of  copper,  which  was  stated  to  be  16  cents  per 
pound.  The  valuation  bureau  [of  the  Commission]  at  that  time  also 
made,  entirely  independently,  an  exhaustive  study  of  the  causes  of 
copper  fluctuations.  This  study  even  went  so  far  as  to  include  the 
entire  output  of  copper  of  the  world,  and  jiarticularly  of  this  country. 
As  a  result  of  this  study  and  all  of  the  processes  which  were  involved 
in  the  calculation,  a  price  of  15.5  cents  per  pound  was  obtained. 
The  company  finally  agreed  to  reduce  their  copper  to  the  base 
established  by  the  commission,  not  becuasc  they  thought  it  was  nearer 
correct,  Init  as  an  end  to  an  amicable  adjustment." 

312.9— Paving  Over  Mains. 

The  cost  of  reproduction  report  of  the  commission's  valuation  bureau 
includes  all  estnnated  costs  of  cutting  through  and  replacing  pave- 
ments such  as  would  be  required  in  a  real  construction  of  the  property 
as  of  the  date  of  the  inventory  (July  1,  1914).  The  report,  however, 
states  that,  "in  the  performance  of  the  judicial  function  of  determina- 
tion of  'fair  value'  or  'just  amount',  the  exclusion  of  that  portion  of 
the  paving  (owned  by  the  Government)  not  iiaid  for  by  the  company 
should  be  taken  into' account."  The  commission  concurs  in  this  view 
and  holds  that,  hi  accordance  with  the  trend  of  court  and  coinmissK)n 
cases  and  in  accordance"  with  the  principles  of  equity,  that  portion 
of  the  pavhig  referred  to  in  the  above  quotation  should  form  no  part 
of  'fair  value'  as  finally  found  by  the  commission. 

314    Overhead  Charges. 

The  following  tul)le  of  "(_iencral  Costs"  shows  the  percentages  usi'd  by 
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the  Commission's  engineer  and  found  liy  the  commission  to  be  reason- 
able: 

Per 
ITEM  Percentage  Applying  to  cent  of 

base 
costs 

(1)  Omissions  and  contingencies 2  4336  per  cent  of  base 2.4336 

(2)  Legal  expense 0.7760  per  cent  of  base 7760 

(3)  Organization   for    and    during   con- 

struction  1.8936  per  cent  of  base 1.8936 

(4)  Engineering  and  superintendence.  .  .5.4401  per  cent  of  base-|-(l) 5.5725 

(5'l  Insurance  during  construction 0.1154  per  cent  of  base+(l) 1183 

(6)  Taxes  during  construction 0.4570  per  cent  of  base-|-(l) 4681 

(7)  Interest  during  construction 7.0000  per  cent  of  base+(l)to(6), 

inclusive 7 7 .  7883 


Total 19.0504 

The  base  cost  includes  land. 

315.1— Going  Value. 

The  C'oniinission  (Hscusses  the  company's  claim  for  going  value  and  the 

matter  of  intangibles  in  general,  as  follows: 

"So  far  as  the  physical  property  of  a  utility  is  concerned,  an  estimate 
of  the  re]5roduction  cost  made  by  one  engineer  should  differ  from 
that  of  another  engineer  only  when  there  is  disagreement  as  to 
the  inventory,  disagreement  as  to  prices  or  costs  applied,  or  disagree-  • 
ment  as  to  the  program  of  hypothetical  construction.  In  other 
words,  the  work  of  making  an  estimate  of  the  amount  of  money  it 
would  require  to  replace  the  physical  property  of  a  utility  is  an 
engineering  work,  and  two  capable,  disinterested  engineers  working 
independently  upon  the  same  problem  and  upon  the  same  reason- 
able hypotheses  should  arrive  at  approximately  the  same  result. 

"But  when  it  comes  to  intangitile  property  there  is  no  such  agree- 
ment and  no  such  clear  perception  of  the  proljlems  involved  as  to 
make  it  probable  that  mere  engineering  or  economic  skill  and  ex- 
perience would  lead  at  any  time  to  an  agreement. 
"The  experts  who  have  testified  in  this  case  and  in  other  cases  of 
like  character  before  this  connnission  certainly  ha\e  not  agreed 
even  as  to  the  broad  outlines  of  the  problem. 
"Among  the  various  companies  whose  property  is  being  \alued  by 
this  commission  and  who  have  been  heard  in  valuation  proceedings 
there  is  no  agreement  even  as  to  the  nomenclature  of  the  so-called 
intangibles.  It  is  difficult  to  find  e\ea  two  witnesses  who  agree 
as  to  the  names  of  the  elements  of  intangible  value,  much  less  the 
amounts. 

"  'Value  can  not  be  made  by  the  duplication  of  titles  or  the  nmlti- 
plication  of  names.' 

"No  company  before  this  commission  has  asked  for  a  definite  allowance 
for  'franchise  value'  as  a  basis  for  rates.     Only  one,  the  respondent, 
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has  claimed  an  allowance  for  easements,  which,  howc\cr,  in  this 
case  amounts  to  practically  the  same  thmg.  As  for  the  other  in- 
tangible elements  asked  to  be  considered  in  the  reproduction  cost 
estimate,  they  vaiy  in  each  different  presentation. 
"For  these  reasons  it  is  necessary  for  the  commission  to  carefully 
examine  all  clauns  for  mtangibles  and  to  allow  only  what  seems 
to  them  to  be  a  reasonable  amount  to  offset  what  would  be  the 
necessary  expenses  beyond  the  provision  of  the  bare  bones  of  the 
plant. 

"Here  enters  a  question  that  transcends  the  mathematical  l)Ounds 
of  engineering.  It  is  all  very  well  for  an  engineer  to  imagine  that 
a  particular  plant  does  not  exist  for  the  purpose  of  inventory,  and 
that  it  is  to  be  rebuilt  as  if  it  never  were;  but  is  it  permissible  to 
admit  the  further  assumption  that  this  electric  light  plant  to  be 
built  under  conditions  affecting  prices  and  financing  prevailing  in 
1914,  should  be  built  in  a  city  of  3.50,000  persons  no  one  of  whom 
knew  what  an  electric-light  plant  was  for?  Is  it  permissible  to  admit 
in  a  reproduction  cost  estmiate  claims  for  huge  amounts  that  would 
have  to  be  spent  in  developing  and  in  attaching  busmess,  in  this,  that, 
or  the  other  way,  which  sums  were  not  iia  fact  spent  by  a  company 
that  has  existed  and  does  exist? 

"DouI)tful  as  may  be  the  application  of  the  theory  of  original  cost 
when  books  have  been  badly  kept  or  are  such  that  they  can  not 
now  be  precisely  interpreted;  more  valuable  as  may  be,  under  such 
conditions,  the  reproduction  estimate  of  the  physical  property  when 
made  by  competent  engineers;  when  it  comes  to  the  matter  of 
intangibles,  every  claim  made  under  the  reproduction  cost  theory 
should  be  subjected  to  the  most  searching  scrutiny  in  the  fullest 
light  of  the  historical  data  available. 

"The  reproduction  cost  estimate  of  physical  property  a\ails  itself 
of  the  historical  foundation  when  it  accepts  the  actual  property  as 
existent  for  the  purposes  of  inventory.  It  is  the  mventory  that  ties 
the  hypothetical  reproduction  to  the  actually  existmg  physical 
property.  The  hiventory  in  itself  is  historical;  it  is  the  history  of 
the  life  and  growth  of  the  enterprise  written  in  terms  of  construction. 
There  can  be  no  such  inventory  applying  to  intangibles,  and  there- 
fore it  is  that  claims  for  intangibles,  in  reproduction  cost  estimates 
vary  so  widely.  Of  course,  it  is  impossilile  to  inventory  intangible 
thmgs,  ):)ut  if  intangible  thmgs  cost  money  in  theory,  it  ought  to  be 
possible  to  unentory  the  money  that  has  been  spent  on  intangible 
things  in  the  past.  It  would  be  absurd  to  limit  the  hypothesis  of 
the  reproduction  of  the  physical  property  to  the  hounds  of  an 
actual  inventory,  and  then  let  down  all  the  bars  with  respect  to 
intaTigibles,  admitting  every  claim  that  might  find  a  basis  in  theory 
without  some  insistence  upon  some  method  of  linknig  up  the  hypo- 
thelical  reproduction  with  the  actual  existing  facts  concerning  the  life 
ant!  development  of  the  property.  If  such  facts  are  not  to  be  found 
Rupi)or(ing  certain  very  large  claims,  then  it  is  wise  to  be  extremely 
careful  in  considering  such  claims  solely  upon  the  basis  of  a  theory. 
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"That  a  reproduction  cost  estimate  will  throw  great  light  upon  the 
ultimate  determination  of  fair  value  is  a  theory  to  Ije  accepted  only 
if  the  reproduction  cost  estimate  itself  is  jjrepared  with  great  care. 
Common  sense  approves  the  assumption  for  this  purpose  that  the 
property  is  nonexistent  except  for  purposes  of  inventory,  but  it  insists 
upon  that  inventory.  Common  sense  can  not  approve  the  assimip- 
tion  that  the  city  which  has  supported  a  company  that  produced 
such  a  property  is  nonexistent,  or  that  its  people  in  1914  (or  1916) 
would  know  nothing  of  the  value  of  electric  energy. 

"The  truth  seems  to  be  that  driven  from  the  ancient  practice  of 
determining  value  by  the  capitalization  of  earnings,  a  vicious  circle 
broken  by  the  very  institution  of  ]5ublic  regulation,  efforts  are  now 
beuig  made  by  piling  up  intangililes  in  reproduction  cost  estimates 
to  effect  the  same  old  result — the  defeat  of  efforts  to  restrict  earnings 
to  a  fair  return  upon  a  fair  value  of  the  projserty  used  in  performing 
the  service.  If  all  such  claims  for  intangiljles  were  allowed  to  the 
full,  a  circle  would  be  legally  created  which  would  not  differ  from 
the  old  vicious  circle  in  any  degree,  except  that  it  would  have  received 
the  sanction  of  public  authority. 

"As  to  de\elopment  cost,  the  commission,  after  full  consideration 
of  the  evidence,  concludes  that  there  is  no  jurisdiction  for  the  large 
claim  of  the  company.  Such  a  claim  has  not  been  justified  by  evi- 
dence of  corresponding  early  losses  and  no  such  claim  purely  as 
a  theoretical  hypothesis  of  reproduction  of  the  business  can  be 
entertained.  The  commission,  however,  is  of  the  opinion  that 
some  allowance  should  be  made  for  this  element  of  value,  though, 
largely  of  an  intangible  nature,  and  constituting  a  legithnate  cost 
of  development  not  covered  in  this  case  by  the  historical  cost  element 
or  cost  of  reproduction  element  herembefore  adopted." 

318— Working  Capital. 

The  company  claimed  that  an  allowance  should  be  included  in  working 
capital  for  capital  invested  in  auxiliary  electrical  devices  .such  as  irons, 
ranges,  vacuum  cleaners,  etc.,  which  it  keeps  on  hand  for  sale  to  its 
customers  on  either  cash  or  long-term  payments. 

"The  commission  believes  that  while  this  is  a  perfectly  legitimate 
enterprise  for  an  electrical  corporation,  the  money  invested  therein 
should  not  be  made  the  basis  for  a  perpetual  charge  against  the 
company's  customers,  many  of  whom  do  not  avail  themselves  of  the 
privilege.  Such  side  lines  of  business  should  be  self-supjjorting,  or 
if  operated  at  a  loss,  should  be  considered  as  an  operating  exjiense. 
The  company  presented  no  definite  amount  to  cover  this  claim, 
and  no  allowance  is  made  therefor  by  the  commission. 

149— Holding  Companies. 

In  th(!  report  on  the  valuation  of  the  telephone  property,  the  Commission 

says : 

"It  appears  from  the  record  in  this  case  that  the  company  pays 
annually  to  the  American  Telephone  &  Telegraph  Co.  4^  per  cent 
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on  its  gross  receipts,  and  that  tliis  latter  company  assumes  the 
burden  of  financinp;  and  developing  the  business  of  the  local  company. 
While  these  claims  have  recei\ed  the  consideration  of  the  com- 
mission, and  been  given  some  weight  in  its  final  determination  of  fair 
value,  it  is  the  judgment  of  the  connnission  they  should  receive 
their  greatest  consideration  in  the  fixing  of  rates  hereafter  when 
they  are  considered  in  connection  with  the  payment  of  4|  per  cent 
of  the  gross  earnings  to  the  parent  company,  and  its  relation  to  the 
operating  expenses  of  the  local  company." 


REFERENCES 

RATES 

612— Power. 

Can  Central  Stations  Offer  Lower  Power  Rates,  by  F.  Emerson 
Hoar.     Electrical  World,  May  26,  1917,  p.  1014.     2  pages. 

In  the  impetus  which  industry  has  received  from  present  economic  conditions, 
Mr.  Hoar,  who  is  gas  and  electrical  engineer  of  the  California  Raih-oad  Commission, 
sees  an  imprecedented  opportimity  for  the  communities  in  the  West  to  attract 
and  serve  new  industrial  enterprises.  The  avaihibility  of  ample  power  at  satis- 
factory rates  is  one  of  the  most  important  considerations.  In  this  connection 
is  pointed  out  the  dejiendenee  of  central  stations  upon  the  development  of  hydro- 
electric power  as  a  means  of  furnishing  possible  new  industrial  dem.ands.  It  is 
urged  that  an  extensive  investigation  be  made  to  determine  what  rates  can  be 
offered  imder  v.arying  conditions,  and  the  writer  says  that  "amiual  revenue  per 
unit  of  demand,  not  the  kilowatt-hour  rate,  should  be  the  basis  of  comparing  the 
relative  desirability  of  prospective  power  business." 

PUBLIC  SERVICE  REGULATION 

113 — Financing. 

Principles  of  Public  Utility  Financing,  by  L.  R.  N.ash.  Stone 
and  Webster  Journal.     May,  1917,  p.  351.     12  pages. 

The  article  traces  the  development  of  different  classes  of  permanent  public  utility 
securities  and  defines  their  scope  and  limitations.  The  defects  and  restrictions 
of  fully  paid  common  stock  of  designated  par  value  are  explained,  and  it  is  urged 
that  consideration  be  given  to  the  possil)ilities  in  the  issuance  of  common  stock 
without  a  designated  |)ar  value.  It  is  stated  that  imless  utility  security  offerings 
are  made  more  attractive  than  they  are  at  present,  the  necessary  cajiital  will  not 
bo  secured,  and,  as  a  consequence,  utility  development  will  be  hampered  and 
reasonable  community  demands  for  service  will  fail  of  fulfillment. 

200 — Public  Service  Regulation    Law  and  Practice. 

The  Thought  of  the  Co.mmissions,  E.xtracts  from  some  Recent 
Decisions  that  Indicate  the  Trend  of  Regulation.  Editorial,  yl era, 
May  1917,  p.  1109.     13  pages. 

In  this  .article  a  review  is  given  of  a  number  of  decisions  of  courts  and  commissions, 
selected  at  random,  to  determine  what,  if  any,  progress  has  lieen  made  toward 
the  adoption  by  regulatory  bodies  of  a  more  liberal  policy  toward  pulilic  utilities. 
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In  conclusion,  the  writer  says:  "There  arc  seeming  contradictions  and  there  is 
still  a  lack  of  co-ordination  in  the  workings  of  the  Commission  mind.  But  we 
believe  that  there  is  an  indication  that  the  regulatory  bodies  are  commg,  more 
and  more,  to  recognize  their  responsibility  to  the  owners  and  that  their  attention 
is  being  more  and  more  devoted  to  the  problem  of  attractmg  investment  to  public 
utility  enterprise.  Indeed,  this  is  a  task  which  they  caimot  escape.  Unless 
puljlic  ownership  is  to  come  and  come  soon,  the  Commissions  to  which  the  public 
looks  to  provide  them  the  service  it  demands  must  so  direct  their  efforts  that  a 
sure  return  is  assured  to  those  whose  money  is  necessary  to  provide  that  service, 
and  it  may  be  said  of  the  work  of  most  of  the  Commissions  at  the  present  time, 
that  they" are  giving  more  heed  to  problems  connected  with  this  phase  of  their 
functions"  than  to  the  reduction  of  rates  of  return." 

252 — Commission  Annual  Reports. 

M,\SSACHUSETT.S   Bo.^RD   OF   GaS  AND    ELECTRIC    LiGHT   COMMISSIONERS, 

Thirty-second  Annual  Report.     1916.     800  pages. 

The  report  contains  the  orders  and  decisions  of  the  Board,  court  decisions  and 
new  legislation  for  the  calendar  year  1916,  compilations  of  rates  charged  by  gas, 
electric  and  water  utilities,  a  table  of  rates  for  public  street  lighting,  rates  of 
mimicipal  electric  utilities,  and  detailed  statistics  for  private  and  municipal 
plants  compiled  from  the  annual  returns  to  the  Commission  for  the  year  ending 
June  .30,  1916. 

830— Public  Ownership. 

In  its  recommendations  for  legislation,  the  Boartl  discusses  public  ownership  and 

operation  of  utilities  as  follows: 

"The  Board  has  for  many  years  regarded  the  existence  of  the  power  of  a  city 
or  town  to  acciuire  a  gas  or  electric  plant,  even  though  not  exercised,  an  impor- 
tant aid  to  the  effective  public  regulation  of  the  privately  owned  companies 
imder  its  supervision.  Its  value  is  necessarily  dependent  on  the  successful 
operation  of  such  plants  as  have  already  been  acquired  by  cities  or  towns. 
One  weakness  which  experience  has  developed  is  the  msecure  tenure  of  office 
of  the  managers  of  such  plants,  and  the  pressure  which  is  freqviently  brought 
to  bear  upon  them  to  permit  or  adopt  practices  with  respect  to  the  conduct 
of  the  business  which  will  in  time  midermine  the  efficiency  of  .such  plants  and 
the  integrity  of  the  public  investments  therein.  The  manager  of  the  largest 
and  most  successful  mimicipal  plant  in  the  Commonwealth  was,  in  1915,  by 
special  act,  put  under  the  civil  service  laws,  to  its  distinct  advantage.  The 
Board  believes  that  the  managers  of  all  municipal  lighting  plants  should  be 
brought  under  the  civil  service. 

"Any  abandonment  of  public  ownership,  once  undertaken,  may  also  seriously 
impair  the  value  of  the  existence  of  the  power  in  cities  and  to\vns  to  engage 
in  the  business  of  supplying  gas  and  electricity  as  an  aid  in  the  proper  regula- 
tion of  gas  and  electric  companies.  Considerable  headway  has  recently  been 
made  in  two  important  instances  in  projects  for  the  sale  to  privately  owned 
companies  of  existing  mimicipal  plants.  In  two  minor  instances  such  sales 
have  occurred.  The  statutes,  while  prescribing  careful  and  deliberate  action 
by  cities  and  towns  prior  to  accjuiring  municipal  plants,  are  silent  as  to  the 
steps  necessary  for  their  sale.  While  the  ciuestion  may  properly  be  left  to 
the  ultimate  determmation  of  the  cities  or  towns  directly  concerned,  the 
Board  recommends  legislation  prescriljing  the  same  careful  and  deliberate 
action  in  abandoning  as  in  undertaking  pul)lic  ownership.     .     .     . 

"Cities  and  towns  owning  and  operating  municipal  lighting  plants  have  from 
the  outset  been  required  to  make  annual  returns  to  the  Board,  and  are  suliject 
to  its  specific  authority  with  respect  to  certain  features  of  their  bushiess. 
They  are  not  reciuired,  however,  to  share  in  the  Board's  expenses,  which  have 
been  assessed  entirely  upon  the  private  companies  under  its  supervision, 
although  the  Board  has,  in  fact,  since  municiijal  lighting  plants  were  first 
accjuired,  been  frequently  called  \ipon  for  the  interpretation  of  the  act   and 
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for  advice  and  counsel  as  to  accounts  and  conduct  of  the  business,  and  still 
devotes  an  increasing  amount  of  time  to  them.  In  view  of  their  number  and 
importance,  the  Board  believes  that  the  time  has  come  when  the  expenses  of 
the  Board  should  be  assessed  upon  cities  and  towns  which  own  municipal 
lighting  plants  as  well  as  upon  the  privately  owned  companies." 


GENERAL 

550— Lamps. 

Predomin.\ting  Central  St.\tion  Lamp  Policy.  Electrical  World, 
May  19,  1917.     p.  969.     2f  pages. 

In  preparing  its  1917  report  the  lamp  committee  of  the  National  Electric  Light 
Association  made  an  investigation  to  determine  the  policy  and  i)ractices  of  member 
companies  with  regard  to  lamp  service.  The  replies  of  a  number  of  companies 
showijig  the  predominating  lamp  policy  of  central  stations  in  the  United  States 
and  Canada  are  given  in  a  chart,  which  will  be  incorporated  in  the  report  of  the 
committee. 

614 — Heating  and  Cooking. 

Electric  Heating  axd  the  Central  Station.  Electrical  World, 
May  26,  1917,  p.  1022.     1^  pages. 

Two  papers  on  the  electric  furnace,  read  before  the  meeting  of  the  American 
Electrochemical  Society  in  Detroit,  May  2  to  5,  are  abstracted.  The  possibili- 
ties in  developing  the  use  of  electric  heating  for  comparatively  low  temperature 
processes,  such  as  japanning,  bakmg  foimdry  cores,  and  the  baking  of  food  stuffs, 
are  discussed  at  length. 

735.5— Meters. 

Characteristics  of  Maximum  Demand  Meters,  l)y  W.  F.  Kimball. 
Electrical  World,  May  26,  1917,  p.  1011.     2  pages. 

The  characteristics,  uses  and  limitations  of  the  two  chief  types  of  maximum 
demand — meters  the  time  interval,  or  integrated,  demand  meter,  and  the  lagged- 
demand  meter — are  discussed  in  this  paper. 

782.5— Lamp  Efficiency. 

Costliness  of  Light  Absorption,  by  Roy  Kegerreis.  Electrical  World, 
May  26,  1917,  p.  1008.     2^  pages. 

An  analysis  is  made  to  show  the  rate  at  which  the  useful  light  from  a  fixture 
decreases  on  account  of  accumulation  of  dust  on  the  light  transmitting  or  reflecting 
surfaces,  and  the  writer  presents  a  graphical  method  of  determining  the  most 
economical  frequency  for  cleaning  luider  different  condition.s  of  use. 

900— GeneraL 

The  Utilities  Magazine,  May,  1917.     32  pages. 

The  May  issue  of  the  Utilities  Magazine  contains  the  following  papers:  "Is  the 
the  Railroad  Crisis  Such  that  the  Puljlic  and  the  Shipjiers  Should  not  Have  Oppor- 
tunity to  Make  an  Adeciuate  Preparation,"  by  Clifford  Thorne;  "The  Attitude 
of  the  Xatidiial  Clrange  toward  the  Proposed  Increa.sed  Freight  Rates,"  liy  John 
A.  McSparran;  "The  Legal  Basis  for  the  Valuation  of  Railroad  Properties 
Advanced  by  the  ()rg;uiized  Knii)loyes  of  Steam  Railroads,"  by  Glenn  E.  Plumb; 
and  "Southern  California  Edison  Conipanv  CoMdciniiatioii  I'rocecdings,"  by  Jesse 
D.  Burks. 
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RATES 
FALL  RIVER,  MASSACHUSETTS 

631 — Cost  of  Supplies — Coal. 

Fall  River  Electric  Light  Company,  Fall  River,  Massachusetts, 
(Pop.  119,295.)  Increase  in  Rates  for  Power  Service,  Effective  July 
1,  1917. 

The  Fall  River  Electric  Light  Company  has  announced  an  increase 
in  its  rates  for  power  applicable  July  1,  1917,  both  to  the  company's 
General  Power  Schedules  and  to  the  Primary  Service  Rate,  of  one 
mill  per  kilowatt-hour  for  every  dollar  increase  in  the  cost  of  coal 
above  $4.00  per  ton. 

The  following  coal  clause  will  be  inserted  in  all  Primary  Service  Con- 
tracts after  July  1: 

"The  above  schedule  of  rates  is  based  on  a  cost  of  coal  to  the  company  of 
Three  Dollars  and  Fifty  Cents  ($3.50)  per  gross  ton  alongside  its  wharf. 

"It  is  understood  and  agreed  that  if  at  any  time  during  the  continuance  of 
this  agreement,  the  cost  of  coal  to  the  Company  shall  exceed  Four  Dollars 
($4.00)  per  gross  ton  alongside  its  wharf,  then  the  customer  agrees  to  pay  the 
Company  an  additional  sum  above  the  schedule  rates  on  a  basis  of  One  Mill 
($0,001)  per  Kilowatt-hour  for  every  Dollar  (-$1.00)  of  such  increase,  and  in 
like  proportion  for  any  fractional  part  thereof. 

"It  is  further  understood  and  agreed  that  when  the  cost  of  coal  alongside 
is  less  than  Three  Dollars  and  Fifty  Cents  ($3.50)  per  gross  ton,  the  Customer 
shall  receive  a  rebate,  determined  in  a  similar  manner. 

"The  cost  of  coal  shall  be  averaged  on  the  rir.st  day  of  every  month,  including 
all  coal  then  in  storage.  Should  a  barge  of  coal  be  in  process  of  discharging 
on  the  first  of  the  month,  it  shall  not  be  taken  into  account  until  the  next 
monthly  period. 

"All  additional  charges  or  rebates  to  the  Customer,  due  to  the  terms  of  this 
Coal  Clause,  shall  be  made  at  the  time  the  regvdar  monthly  bill  is  rendered, 

Editorial  Note. — All  indented  matter  is  direct  quotation. 


148  11        Rate     Research 


and  be  inchuled  as  a  part  of  the  monthly  bill,  such  adjvistments  being  based 
on  the  cost  of  coal  to  the  Company  for  the  preceding  calendar  month. 
"The  Customer  shall  at  any  reasonable  time  have  full  access  to  the  Company's 
records,  in  so  far  as  they  relate  to  the  cost  of  coal." 


RICHMOND,  VIRGINIA 

631— Cost  of  Supplies— Coal. 

ViRGixi.\  Railw.w  .'iND  PowER  CoMP.\NY,  Riclnnoiul,  Mrgiiiia,  (Pop. 
127,628).  Coal  Rider  Applicable  to  Wholesale  Rate  Scheduie.s  INIay 
15,  1917. 

The  ^'irginia  Railway  and  Power  Company  has  adopted  a  new  coal 
riiler  effective  as  of  i\iay  15,  1917.  The  rider  formerly  in  effect  applied 
to  any  wholesale  contract  made  for  a  longer  period  than  five  years. 
The  price  of  fuel  taken  as  a  laase  was  82.40  per  ton.  If,  for  example, 
fuel  was  S3. 00  per  ton,  the  increase  in  the  rate  per  kilowatt  hour  was 
.08997  cent  and  if  fuel  was  .S2.00  per  ton  the  decrease  in  the  rate  per 
kilowatt  hour  was  .05998  cent.     The  new  rider  is  as  follows: 

COAL  RIDER. 

Applicable  to  all  new  contracts  and  renewals  of  existing  contracts  made  on  and 
after  May  15,  1917,  under  wholesale  rate  schedules  for  periods  in  excess  of  one 
year. 

Not  applicable  to  retail  light  or  power  rates  under  contracts  for  periods  of  one 
3'ear  or  less. 

It  is  further  understood  and  agreed -that  the  price  for  each  kilowatt  hour  of 
electric  current  supplied  under  this  contract  shall  be  subject  each  month  to  an 
addition  or  a  decrease  of  $.000.3  (30  '1000  of  a  cent)  per  kilowatt  hour  for  each 
whole  ten  per  cent  (lO'^c)  or  twenty-five  cents  (8.25;  of  increase  or  decrease 
from  the  normal  price  for  bituminous  coal  of  .52.50  per  short  ton.  f.  o.  b.  Vir- 
ginia Railway  and  Power  Company's  siding  at  destination  during  that  month. 


JANESVILLE,  WISCONSIN 

523.3 — Number  of  Rooms  Basis. 

J.\NE.sviLLE  Electric  Comp.\ny,  Janesville,  Wisconsin  (Pop.   13,894). 
Rates  for  Residence  Service,  Effective  April  1,  1917. 
The  Janesville  Electric  Company  has  in  effect  an  active  room  rate  for 
residence  service.     The  only  other  rate  applicable  to  residence  service 
is  a  fiat  rate  with  current  limiting  device.     The  rates  are  as  follows: 


Rate. 


RESIDENCE  SERVICE. 
Active  Room  Rate. 


10  cents  per  kilowatt  hour  for  all  or  part  of  the  first  12  kilowatt  hours  consumed 
per  month  in  premises  having  i  active  rooms  or  less,  plus  3  kilowatt  hours 
for  each  romn  in  addition  to  The  first  'S. 
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cents  per  kilowatt  hour  for  all  or  part  of  the  next  12  kilowatt  hours  consumed 
per  month  in  premises  having  3  active  rooms  or  less,  plus  3  kilowatt  hours 
for  each  room  in  addition  to  the  first  3. 

cents  per  kilowatt  hour  for  all  energy  consumed  in  excess  of  24  kilowatt 
hours  per  month  in  premises  having  S  active  rooms  or  less,  plus  6  kilowatt 
hours  for  each  room  in  addition. 


Tabulation  of  Residence  Rate. 


Cents  per 
K.  \V.  H. 

Number  of  Rooms 

1-3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Each 

Additional 

Room 

10  for  the  first 

7  for  the  next .... 
3  for  all  over 

12 
12 

24 

15 
15 
30 

18 
18 
36 

21 
21 
42 

24 

24 
48 

27 
27 
54 

30 
30 
60 

33 
33 

68 

36 
36 

72 

39 
39 

78 

42 
42 
84 

Add  3 
Add  3 
Add  6 

Determination  of  Active  Rooms. 

In  determining  the  number  of  active  I'ooms,  all  rooms  containing  outlets  shall 
be  coimted  with  the  following  exceptions:  3  bedrooms,  bathrooms,  basement, 
imfinished  attics,  porches,  closets,  halls  and  hallways,  except  those  used  and 
furnished  as  living  or  reception  rooms  and  having  an  area  in  excess  of  120 
square  feet,  which  shall  be  classified  as  active.  One  active  room  with  an  area 
of  more  than  300  sq.  feet  will  coimt  as  two  rooms.  When  two  or  more  rooms 
exceed  300  sq.  feet  each,  only  one  extra  room  will  be  counted  for  each  300  sq. 
ft.  of  excess  area. 

Where  service  for  a  l_iarn,  garage  or  outbuilding  is  supplied  through  the  same 
meter  as  that  through  which  service  for  the  residence  is  supplied  all  active 
rooms  in  the  barn,  garage,  or  outbuilding  shall  be  added  to  those  of  the  house 
and  the  rate  applied  to  the  total.  When  separate  meters  are  supplied,  a 
garage,  barn,  or  outbuilding  shall  be  treated  as  a  separate  residence. 

All  classes  of  domestic  heating  and  power  consuming  devices,  such  as  electric 
fiat  irons,  heaters,  vacuum  cleaners,  washing  machines,  toasters,  etc.,  may 
be  used  under  this  rate,  the  energy  consumed  being  measured  on  the  same 
meter  by  which  the  lighting  service  is  measured. 

Battery  charging  sets,  refrigerating  outfits,  or  air  compressors,  or  similar 
apparatus  may  be  used  imdcr  this  rate. 

Residence  customers  are  requested  not  to  use  their  power  appliances  from 
4.30  to  6.00  p.  m.  during  the  months  October  to  March,  inclusive. 

Prompt  Payment  Discount. 

5  per  cent  on  the  first  $100.00  of  all  bills,  and 

2  per  cent  on  amounts  in  excess  of  $100.00  if  bills  arc  paid  on  or  before  the  12th 
day  of  the  month  following  that  for  which  bills  are  rendered,  or  the  next 
business  day  when  the  twelfth  falls  on  a  Sunday  or  holiday. 

Minimum  Charge. 

The  minimum  charge  shall  be  .$1.00 per  month  and  50  cents  per  month  additional 
for  every  horse  power  (750  watts)  or  fraction  thereof  for  each  motor  or  appli- 
ance having  a  capacity  of  one  horse  power  (750  watts)  or  more,  subject  to  the 
prompt  payment  discoimt. 

The  minimum  charge  for  rural  customers  requiring  special  extensions  or 
transformer  insf alhitions  shall  lie  computed  in  the  above  manner  but  in  no 
case  shall  it  be  less  than  $2.00  per  month. 
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Flat  Rate. 

Available  for  residences  only  with  eurrent  limiting  device. 

Rate. 

One  cent  per  month  per  watt  of  controlled  demand,  an  excess  indicator  to 
control  the  current  used.  The  minimum  amoiml  to  be  used  is  100  watts  at 
$1.00  per  month,  incrca.sing  in  steps  of  25  watts  to  a  maximum  of  300  watts  at 
$3.00  per  month.  All  bills  under  thi.s  rate  must  be  paid  in  advance  and  are 
subject  to  the  cash  discount  for  prompt  payment  (see  aliove  schedule). 
The  total  installation  shall  he  limited  to  twice  the  controlled  demand  in  watts 
and  be  confined  to  2.5  watt  lamjis. 


COMMISSION  DECISIONS 
INDIANA 

300 — Investment  and  Return. 

Co.MMERci.^L  Club  of  Terre  H.\ute,  et  al.  v.  Terre  H.\ute,  Indian- 
apolis AND  Eastern  Traction  Company,  Complaint  as  to  Rates  for 
Electric  Service.  Decision  of  the  Indiana  Public  Service  Commis- 
sion, Fixing  Rates.     April  27,  1917. 

The  Commission  made  an  investigation  to  determine  reasonable  rates 
for  electric  service  in  Terre  Haute,  Indiana.  The  case  was  compli- 
cated, because  the  respondent  company  owns  and  operates,  under  one 
management  and  from  one  central  station,  a  number  of  lines  of  inter- 
urban  railroads,  the  street  railway  lines  in  the  city,  the  electric  lighting 
Iilant  in  Terre  Haute  and  a  ninnlier  of  light  and  power  plants  outside 
the  city. 

310— Valuation. 

The  Commission  found  that,  "including  working  capital  of  .$2.5,000 
and  materials  and  supplies  and  going  value,"  the  fair  value  of  the 
property  used  and  useful  in  the  fiu'nishing  of  light  and  power  service 
in  the  city  of  Terre  Haute  is  !ii;900,000. 

The  following  are  extracts  from  the  Comntission's  opinion  on  various 
points  of  interest. 

312.8— Discarded  Property. 

"In  arriving  at  a  fair  value  of  the  plant  we  have  excluded  the  claim 
of  the  company  for  a  large  allowance  for  aliandoned  and  obsolete 
property  for  the  reason  that  obsolesence  should  be  taken  care  of 
through  the  depreciation  account  and  if  it  has  not  been  so  provided 
for  a  fund  shotdd  be  raised  by  the  rate  established  to  amortize  the 
value  of  the  olisolete  property  and  not  fix  it  as  a  permanent  charge 
against  the  jjatrons  perpetually." 

313— Prices. 

Regarding  jircsent  high  prices,  the  Commission  says: 

"We  have  also  considered,  at  the  suggestion  of  our  Chief  Engineer, 
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that  something  should  be  added  to  the  staff's  appraisal  on  account 
of  the  general  advance  in  the  price  of  material  and  labor  since  the 
date  of  the  appraisal." 

340— Rate  of  Return. 

"It  is  agreed  by  the  parties  that  seven  per  cent  is  a  fair  return  on  the 
present  value  of  the  plant  and  that  three  per  cent  is  a  proper  amount 
to  set  aside  as  a  depreciation  fund,  and  we  accept  these  percentages 
as  proper  and  reasonable." 

352~Expense. 

In  determining  the  reasonable  operating  expenses  to  be  covered  in 
fixing  rates,  the  Commission  says: 

"The  i^laintifl's  in  their  brief  contend  for  a  sum  which  we  regard 
as  entirely  too  small  especially  in  the  liglit  of  conditions  wliich  have 
arisen  since  their  brief  was  prepared.  Manifestly  the  advanced 
price  of  coal  will  continue  for  some  time  and  it  may  not  again  he 
as  low  as  it  has  lieen  during  the  past  few  years.  The  same  is  true 
of  the  cost  of  labor  and  all  kinds  of  materials  and  supplies  which 
the  defendant  will  be  compelled  to  purchase.  There  will  be  an 
increase  of  taxes  both  state  and  federal.  It  would  be  folly  to  fail 
to  recognize  these  conditions  and  take  them  into  account  in  esti- 
mating operating  expenses  for  this  utility.  Plaintiffs  would  no  .. 
doubt  give  them  serious  consideration  if  preparing  a  brief  at  this  || 
time." 

361.3— Obsolescence. 

In  discussing  the  reasonableness  of  the  allowance  for  depreciation,  the 
Commission  says: 

"We  have  excluded  from  the  plant  as  not  used  and  useful  for  the 
convenience  of  the  public  the  obsolete  property  for  the  reason  that 
we  believe  such  property  should  not  be  jierpctually  considered  as 
a  part  of  a  utility  plant  on  which  a  return  must  be  paid  by  the 
patrons.  It  should  be  amortized  out  of  a  depreciation  fund  which 
of  course  the  patrons  uiust  pay  into  the  treasury  of  the  Company. 
In  this  case  no  sj^ecific  depreciation  fund  has  been  set  aside  for 
such  purpose  but  the  net  income  has  been  such  as  to  have  provided 
a  depreciation  fund  sufficient  to  have  taken  care  of  at  least  the 
major  part  of  the  loss  to  the  utility,  and  whether  the  funds  have 
been  denominated  a  depreciation  fund  or  paid  directly  from  the 
general  funds  to  capital  account  the  final  result  is  the  same.  It 
is  a  fact  that  property  of  considerable  value  was  wholly  abandoned 
in  order  to  construct  and  equip  the  Water  Street  Station.      . 

"The  change  in  location  of  the  generating  plant  has  proven  a  great 
economic  one  and  the  utility  is  entitled  to  share  with  its  patrons 
in  the  net  gains  from  the  change,  especially  should  it  be  reimbursed 
in  some  measure  for  the  loss  sustained  t)y  the  abandonment  of 
serviceable  machinery  in  order  to  install  more  efficient  and  econom- 
ically   operated    equipment.     The    defendant's    engineer    fixes    the 
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present  value  of  this  abandoned  niachinerv  at  $87,000.00  plus. 
We  conclude  that  $50,000.00  ought  to  be  allowed  afs  an  amortization 
fund  on  account  of  this  loss. 

"There  should  be  allowed  in  addition  to  general  operating  expenses 
for  a  period  of  five  years  ten  thousand  dollars  annually  on  this 
account." 

513.8— Block  Meter  Rate. 

Kegardmg  the  form  of  rates  prescribed  by  the  Commission,  the  opmion 

says : 

"The  statement  of  rates  should  be  on  a  different  plan  fi-oni  that  now 
in  use  by  the  defendant.  Many  of  the  present  schedules  are  con- 
trolled by  discounts.  This  results  in  giving  the  user  of  a  large 
amount  of  energ>'  at  a  lower  rate  per  K.  W.  H.  for  the  entire  number 
of  kilowatts  used  than  the  user  of  a  smaller  wattage  enjoys.  Such 
rates  are  discriminatory  and  should  be  discontmued.  In"  changing 
from  this  method  of  stating  rates  to  the  block  system  even  when 
a  sulistantial  reduction  is  made  there  will  occasionally  be  bills 
depemling  on  the  number  of  kilowatts  used  which  will  be  increased 
by  the  new  rates.  We  expect  such  results  from  the  rates  which 
we  shall  adopt  in  this  case  for  the  reason  that  the  same  is  unavoid- 
able." 

631— Cost  of  Supplies— Coal. 

In  considering  the  price  of  coal  as  a  factor  in  fixing  rates,  the  Commission 
says: 

"Defendant  now  claims  that  there  will  be  an  mcrease  of  forty 
thousand  dollars  for  fuel.  This  will  no  doubt  he  true  for  the  ne.xt 
year  but  we  assume  that  the  figiu'c  will  not  be  so  high  over  a  period 
of  five  years.  No  doubt  a  revision  of  rates  will  be  made  near  the 
expiration  of  that  period  if  the  result  of  the  rates  now  established 
do  not  show  that  a  modification  should  be  made  in  a  shorter  period 
of  time." 

720— Rate  Schedules. 

The  rates  prescribed  by  the  Commission  to  become  effective  as  of 
June  1,  1917,  are  as  follows: 

STANDARD  LIGHT  SCHEDULE. 
Rate. 

7^  cents  gross  per  kilouatt-liour  foi-  tin.'  first  2.5  kilowatt-hours  used  per  inontli. 
7    cents  gross  per  kilowatt-hour  for  the  next  2.5  kihiwatt-hours  useil  per  nioiit  h 
6    cents  net  per  kilowatt-hour  for  the  ne.xt  100  kilowatt-hours  used  per  moutli 
5    cents  net  per  kilowatt-hour  for  the  next  8.50  kilowatt-hours  used  per  mont  h 
4    cents  net  per  kilowatt-hour  for  all  excess  used. 

Prompt  Payment  Discount. 

.;  cent  per  kilowalt-hour  discount  on  first  50  kilowatt-hours,  if  entire  hill  is 
paid  within  ten  days  after  bill  is  rendered. 


11        Rate     Research  153 


Minimum  Charge. 

7o  oonts  per  month. 


POWER  SCHEDULE. 

Rate. 

05  cents  gross  per  kilowatt-hour  for  the  first  200  kilowatt-hours  used  per  month. 
5  cents  gross  per  kilowatt-hour  for  the  next  .300  kilowatt-hours  used  per  month. 
4  cents  net  per  kilowatt-hour  for  the  next  .5, .500  kilowatt-hours  used  per  month. 
2  cents  net  per  kilowat  t-hour  for  the  next  10,000  kilowatt-hours  used  per  month. 
V,  cents  net  per  kilowatt-hour  for  all  excess  used. 

Prompt  Payment  Discount. 

h  cent  per  kilowatt-hour  discount  on  first  500  kilowatt-hours  if  entire  hill  is 
paid  within  ten  days  after  bill  is  rendered. 

Minimum  Charge. 

$1.00  per  month  per  horse  power  installed  for  first  10  horsepower. 
.50  per  month  for  each  additional  horsepower  or  fraction  thereof. 

FOR  LIGHTING  AND  POWER  COMBINED 
or 
FOR  EITHER  LIGHTING  OR  POWER. 

Power  to  be  used  as  off  peak  load  as  far  as  possible.     Guaranteed  annual  bill  of 
not  less  than  $6,000.00. 

Rate. 

2i  cents  per  kilowatt-hour. 

OPTIONAL  POWER  RATE. 

Rate. 

Demand  Charge. 

A  primary  charge  based  on  the  horsepower  capacity  (manufacturer's  rating) 
of  motors  or  other  translating  or  limiting  devices  installed  by  the  customer, 
with  the  approval  of  the  Company,  will  be  as  follows: 
$2.00  per  month  per  horsepower  for  the  first  10  horsepower  installed. 
$1.50  per  month  per  horsepower  for  the  next  40  horsepower  installed. 
$1.00  per  month  per  horsepower  for  all  over  50  horsepower  installed,  plus  an 

Energy  Charge  of 

.3  cents  per  kilowatt -hour  for  the  first  500  kilowatt  hours  consumed  per 

month 

2  cents  per  kilowatt-hour  for  the  next  1500  kilowatt  hours  cojisumcd  per 

month. 

U  cents  per  kilowatt-hoiu-  for  all  excess  consumed  per  month. 

Prompt  Payment  Discount. 

5  per  cent  on  energy  charge  only,  if  paid  within  ten  days  of  date  of  liill. 

Minimum  Charge. 

The  primary  charge. 

Term  of  Contract. 

Five  years.     Subject  to  Company's  standard  contract,  terms  and  conditions. 


154  11        Rate     Research 


LIGHTING. 

Available  for  customers  requiring  ligbting  and  power  service  for  short  time  only 
such  as  carnivals,  fairs  and  special  exhibitions. 

Rate. 

10  cents  per  kilowatt  hour  for  all  energy  used,  plus  a  reasonable  charge  for 
labor  and  material  for  connection  and  disconnection. 

Minimum  Charge. 

81.00  per  kilowatt  of  connected  load  or  fraction  thereof. 

Term  of  Contract. 

Less  than  one  year,  subject  to  Company's  standard  contract,  general  terms 
and  conditions. 

SPECIAL  LIGHTING,  FLAT  RATE. 

Available  for  customers  requiring  electric  service  for  a  short  time  only,  such  as 
carnivals,  fairs  and  .special  exhibitions. 

Rate. 

For  six  days  or  less,  as  required,  between  noon  and  midnight,  for  current  only, 

50  cents  each  for    1  to    25  lamps,  inclusive,  50  watt  equivalent. 
45  cents  each  for  26  to    50  lamps  inclusive,  50  watt  equivalent. 
40  cents  each  for  51  to  75  lamps  inclusive,  50  watt  equivalent. 
35  cents  each  for  76  to  100  lamps  inclusive,  50  watt  equivalent. 
30  cents  each  for  all  over  100  lamps,  50  watt  equivalent. 
S3.00  for  1  to  6  Ampere  Arc  Lamp. 
S2.50  each  for  additional  6  Ampere  Arc  Lamps. 

An  additional  charge  will  be  made  for  connecting  and    disconnecting,    accord- 
ing to  labor  and  material  furnished. 

Minimum  Charge. 

The  prunary  charge. 

Term  of  Contract. 

Less  than  one  year,  subject  to  Company's  standard  contract,  general  terms 
and  conditions. 

OTHER  SCHEDULES. 

Other  schedules  are  given  for  "Power  Contract  "   available  for  off-pe.ik  load 
contract  for  coal  mines,   large  m.anufactunes  and  clay  mdustries;      Lighting, 
available  for  emergency,  break-down  or  throw-over  service:  and       Ornamental 
Lighting." 

PENNSYLVANIA 

SOO^Investment  and  Return. 

Bcmotdu  OK  (iREEXSBUKG  ct  ul.  V.  Westmokeland  W.\ter  Comp.\ny. 
C'oiniilaiiit  Alleging  Unreasonalilo  Kates  For  Water  Service.     Deei.sion 
of   the    Pennsylvania    Public    Service   Commission,    Fixing    Rates. 
April  17,  1917. 
In  discussing  the  investigation  nuule  liy  the  ( 'oiumissioii  to  deteniiine  the 


11        Rate     Research  155 


reasonableness  of  the  rates  of  the  respondent  water  company,  the 
Commission  says: 

"If  two  competitive  public  service  companies  are  engaged  in  supplying 
a  public  utility  in  the  same  community,  assuming  that  the  companies 
had  been  financed  through  the  sale  of  capital  stock,  they  each  could 
exist  and  continue  to  do  Inisiness  with  rates  which  would  pay  only 
operating  expenses  and  maintenance  charges.  This  woukl  not,  of 
course,  yield  any  return  to  the  stockholders.  The  low-water  mark, 
therefore,  l^eyond  which  their  earnings  could  not  descend  would  be 
the  amount  which  would  permit  them  to  pay  these  necessary  charges. 
Where  two  companies  are  competing  for  the  same  business,  the 
question  uppermost  m  the  minds  of  the  managers  of  each  of  the 
companies,  in  fixing  rates,  is  what  rates  would  attract  to  themselves 
the  greatest  proportion  of  the  l)usiness  and  at  the  same  time  remun- 
erate them  for  the  employment  of  their  capital.  Under  free  com- 
petition, conditions  might  become  such  that  they  would  have  to 
consider  instead  what  rates  they  might  accept  to  enal)le  them  to 
continue  in  business  without  sacrificing  their  property. 

"The  business  of  a  public  service  company  is  such  that  property  once 
acquired  and  devoted  to  the  business  is  irrevocably  dedicated  to  that 
business.  It  cannot  be  sold  or  used  for  other  purposes  except  at  a 
great  shrinkage  in  value.  From  this  we  may  except  real  estate,  and 
even  real  estate  is  often  bought  for  the  use  of  a  pulilic  service  company 
at  a  price  which  could  not  be  obtained  for  the  same  property  for  any 
other  purpose.  Thus  the  business  of  a  public  service  company 
differs  from  other  lines  of  business  in  that  having  once  invested  in 
property  the  company  could  better  afford  to  operate  for  an  income 
that  would  pay  its  running  expenses  and  an  inadequate  return  on 
the  m\'estment  rather  than  to  attempt  to  transfer  the  property  to 
some  other  line  of  endeavor.  Of  course,  if  a  company  has  been 
financed  liy  the  sale  of  bonds,  particular  effort  nuist  be  made  to  pay 
bond  interest  at  the  stated  times,  and  to  refund  or  pay  oft'  the  bonds 
when  due. 

"If  there  is  but  one  company  in  a  community,  and  that  company  has 
a  monopoly,  or  if  there  are  two  existing  companies  and  they  would 
merge  and  thus  create  a  monopoly,  there  would  be  no  comi:)etition 
to  influence  the  rates  to  be  charged.  Assuming  that  the  company 
is  dealing  in  a  service  or  commodity  which  is  not  an  absolute  necessity, 
even  without  competition  its  rates  may  be  regulated  to  some  extent 
by  the  necessity  of  making  the  rates  such  as  to  induce  the  sale  or  use 
of  the  commodity.  But  when  the  commodity  is  a  necessity,  and 
there  is  a  monopoly  in  the  hands  of  one  company,  the  need  for 
governm(>ntal  regulation  of  rates  is  apparent,  lest  the  rates  be  such 
that  they  become  an  undue  burden  upon  the  community.  Under 
such  regidation  the  {[uestion  to  be  considered  is,  imder  all  the  cir- 
cumstances what  amount  over  and  aljove  the  actual  cost  of  rendering 
the  service  shoidd  be  allowed  the  owners  of  the  property  to  remunerate 
them  for  the  use  of  their  property  in  the  public  service? 
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"If  cHrect  governmental  regulation  were  in  effect  at  the  time  that  a 
public  service  company  commenced  Inisiness,  and  a  governmental 
agency  had  been  established  to  bargain  with  the  company  before  it 
conuuenced  lousiness,  we  may  he  safe  in  assuming  that  the  company 
would  l)c  willing  to  engage  in  business  at  rates  which  would  afford 
compensation  equal  to  a  fair  return  on  the  capital  actually  invested 
in  addition  to  meeting  the  cost  of  operation  and  maintenance. 

310— Valuation. 

"A  basis  nuist  be  found  upon  which  this  gross  revenue  is  to  be 
calculated.  This  rate  basis  is  denominated  in  the  Public  Service 
Company  Law  and  the  decisions  of  the  courts  (Smyth  vs.  Ames,  169 
U.  S.  466),  as  'fair  value'  and  the  Public  Service  Company  Law, 
following  the  leading  case  on  the  subject,  cited  above,  clearly  enum- 
erates the  elements  to  be  considered  by  regulatmg  bodies  in  deter- 
mining such  fair  values.  This  fair  value  is  not  original  co.st,  nor  is  it 
reproduction  cost,  nor  is  it  the  gross  value  of  the  securities  issued 
by  the  company  and  outstanding,  nor  is  it  a  combination  of  selected 
items  taken  out  of  the  various  estimates  of  cost  or  value,  but  it  is  a 
new  total  figure  derived  from  and  arising  out  of  the  judgment  of  the 
regulating  body  in  whose  discretion  the  law  vests  the  jiower  of 
determining  the  same.  As  was  said  in  Simpson  vs.  Shepherd,  230 
U.  S.  3.52,  'the  ascertainment  of  that  value  is  not  controlled  by 
artificial  rules.  It  is  not  a  matter  of  formulas;  but  there  must  be  a 
reasonable  judgment  having  its  basis  in  a  proper  consideration  of  all 
relevant  facts.'  "    . 

340 — Rate  of  Return. 

The  respondent  asked  for  an  allowance  of  7h  per  cent  for  fair  return  and 
the  complainants  contended  that  the  allowance  should  not  be  alcove  6  per 
cent.  The  Commission  holds  that  7  per  cent  is  a  reasonable  return  in 
this  case. 

DISTRICT  OF  COLUMBIA 

340 — Rate  of  Return. 

Union  Transfer  Comp.\ny,  Valuation  of  its  Property.     Decision  of 
the  Public  Utilities  Commission  of  the  District"  of  Columbu 
Adjusting  Rates.     May  31,  1917. 

The  Conunission  determined  the  fair  value  of  the  property  of  the  transfer 
company  as  required  liy  the  Puljlic  Utilities  Law  of  the  District  of 
Columbia  and  in  accordance  with  the  method  and  principles  set  forth 
in  the  valuation  of  the  Potomac  Electric  Power  Company  case  (11 
Rate  Research  103,  119,  135).  The  Company  contended"  for  a  rate 
of  return  upwards  of  fifteen  per  cent  on  the  grounds  tiiat  (lie  business 
is  more  hazardous  than  other  utilities.     The  Conunission  says: 

."Counsel  for  the  company  in  the  brief  subniittetl  in  this  case  par- 
ticularly  emphasized   the   nature   of   the    business;    its   risks   and 
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liaziirds;  the  iinforsecn  contingencies  to  be  anticipated  and  guarded 
against  the  temporary  nature  of  the  contracts  under  which  the 
company  secured  its  entire  business,  and  the  factor  of  competition. 
"The  Commission  has  very  carefiUly  considered  the  various  aspects 
of  this  utiUty  and  its  conchisions  have  been  determuied  entirely 
upoii  the  Ijasis  of  an  individual  company,  engaged  in  a  special 
public  service  and  ui  a  city  with  conditions  peculiar  to  Washington. 
The  rate  of  return  to  be  allowed  on  the  fair  value  of  the  company's 
property  has  been  determined,  as  previously  mentioned,  strictly  as 
it  applies  to  this  utility  as  an  individual,  due  weight  and  considera- 
tion being  given  Ijy  the  Commission  to  all  evidence  submitted  by 
the  officers  of  the  company  and  by  .its  counsel. 

"It  is  the  opinion  of  the  Commission  that  ten  per  cent  constitutes 
a  fair  return  to  the  stockholders  for  a  business  of  this  character, 
liut  m  view  of  the  fact  that  it  must  enter  into  competition  with 
other  transportation  companies  for  the  bulk  of  its  business,  the 
Commission  is  of  the  opinion  that  the  company  should  be  permitted 
to  earn  an  additional  two  per  cent  to  be  set  up  separately  as  a 
provision  for  surplus  and  contingencies." 

NEW  JERSEY 

630— Cost  of  Supplies. 

Proprietors  of  the  Morris  Aqueduct,  Application  for  Increase  in 
Rates  For  Water  Service.  Decision  of  the  New  Jersey  Board  of 
Public  Utility  Commissioners,  Granting  the  Increase.     May  29,  1917. 

The  applicant  proposed  an  increase  in  water  rates  on  account  of  the 
present  increase  in  operating  costs.  The  company  stipulated  that,  if 
the  increase  is  allowed  to  go  into  effect  temporarily,  upon  the  return 
to  operating  conditions  corresponding  to  those  under  wliich  the  company 
operated  in  191G,  the  rates  would  then  be  restored  to  the  same  basis  as 
was  effective  in  1916.  With  this  understanding  the  application  was 
granted. 

REFERENCES 
RATES 

616.1  -Street  Lighting. 

Ch.\rt  for  Determining  Power  Costs,  by  H.  Bailey.  Power,  June  5, 
1917. 

A  chart  is  given  which  is  designed  to  furnish  a  means  for  ra])idly  calculating 
the  annual  cost,  per  lamp  for  street,  advertising  or  sign  lighting  at  given  rates 
per  kilowatt  hour.  A  lamp  of  any  wattage  between  40  and  600  can  be  calculated 
operating  on  a  lighting  schedule  of  dusk  to  11  P.M.  dusk  to  12  P.M.,  dusk  to  1  A.M. 
or  dusk  to  dawn.  By  reversing  the  process,  given  the  price  per  amuun  per  lamj), 
the  corresponding  rate  jjcr  kilowatt  hour  can  be  determined.  The  chart  can  also 
be  used  to  determine  the  lighting  and  extinguishing  time  for  each  day  during  the 
year. 
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PUBLIC  SERVICE  REGULATION 

268— Public  Service  Laws. 

Amendments  to  Public  Utilities  Act  of  Colorado.  1917.  Pam- 
phlet 7  pages. 

132— Protection  From  Competition. 

An  ameiuliuciit,  effective  July  1(3,  1917,  to  tlio  Public  Utilities  Act  of  Colorado 
gives  the  Commission  power  to  protect  utilities  from  unnecessary  competition 
by  requiring  a  public  utility  to  secure  from  the  Commission  a  certificate  of  con- 
venience and  necessity  before  beginning  the  construction  of  a  new  plant  or  the 
construction  of  an  extension  outside  territory  already  served  by  it  or  which  would 
invade  the  field  of  another  public  utility.  "Puljlic  Utility"  as  defined  in  the 
Colorado  law,   includes  a  municipal  utility. 

831 — Purchase  by  Municipality. 
The  amendment  further  provides  that: 

"Every  license,  permit  or  franchise  hereafter  granted  to  any  public  utility, 
other  than  a  munici])ality,  shall  be  subject  to  the  provision  that  the  munici- 
pality in  which  all  or  part  of  its  property  is  situated  may  purchase  the  jirop- 
erty  of  such  public  utility  actually  used  and  useful  for  the  convenience  of  the 
municipality  at  any  time  as  provided  herein,  paying  therefor  just  compensa- 
tion to  be  determined  by  the  commission  and  according  to  the  terms  and 
conditions  fixed  by  said  commission.  Any  such  municipality  is  authorized 
to  purchase  such  property,  and  every  such  public  utility  is  required  to  sell 
such  property  at  the  value  and  according  to  the  terms  and  conditions 
determined  by  the  commission." 

252 — Commission  Annual  Reports. 

M.\nitoba  Public  Utilities  Commission.  Fifth  Annual  Report,  IGO 
pages. 

The  Public  Utilities  Commission  of  Manitoba  has  issued  its  annual  report  for 
the  year  ending  November  30,  1916. 


222 — Accounts. 

The  Value  of  a  Complete  Accounting  System  in  Getting  Out 
Capital  Securitie.s,  by  Herbert  A.  Gidney.  N.  E.  L.  A.  Bulletin, 
May,  1917.     p.  393,  4  pages. 

The  writer  says  that  public  service  companies  should  recognize  that  the  regulating 
commissions  are  entitled  to  all  the  facts  concerning  capital  expenditures  made 
and  to  be  made,  presented  in  such  a  clear  and  concise  mimner  that  the  Com- 
missioners having  under  their  supervision  the  affairs  of  all  tlie  utilities  of  the  state, 
can  ([uickly  and  accurately  ascertain  the  propriety  of  the  matters  brought  before 
them.  A  method  of  cost  keeping  is  described  for  construction  projects,  additions 
or  betterments,  which  may  be  made  the  subject  of  an  issue  of  capital  securities. 
Suggestions  are  given  as  to  the  information  which  shoukl  be  submitted  and  the 
manner  in  which  it  should  be  presented  by  the  utility  in  applying  to  a  regulating 
commission  for  authority  to  issue  securities. 


11        Rate     Research  159 


MUNICIPALITIES 

830 — Public  Ownership. 

Municipal  Ownership  as  an  Investment,  by  Glenn  Marston. 
N.  E.  L.  A.  Bulletin.     May  1917,  p.  386.     21  pages. 

A  comparison  is  drawn  in  this  article  between  private  and  municipal  ownership 
as  to  direct  and  indirect  advantages  to  the  municipality,  the  voter,  the  consunier 
or  the  taxpayer.  From  this  discussion  the  fallacy  of  assuming  that  a  municipal 
plant  is  a  good  investment,  merely  because  the  people  own  it,  is  demonstrated. 
The  study  of  results  obtained  under  private  and  under  mimicipal  ojieration  is 
so  generally  in  favor  of  the  private  utility  that  a  careful  study  of  the  economic 
aspects  of  the  cpiestion  should  be  made  before  municipal  ownership  is  undertaken 
in  any  instance. 

GENERAL 

750 — Comparative  Company  Data. 

First  Quarter  Light  and  Power  Income,  $121,300,000.     Electrical 

World,  June  2,  1917.     p.  1061.     2  pages. 

According  to  returns  compiled  by  Electrical  World  the  central  station  income 
from  electric  light  and  power  for  the  first  cpiarter  of  the  current  year  represents 
an  increase  over  the  first  cjuarter  of  1916  of  14.4  per  cent.  The  output  for  the 
first  three  months  of  1917  amomited  to  6, .500, 000, 000  kilowatt  hours,  an  increase 
over  the  corresponding  period  of  last  year  of  roughly  1,250,000,000  kilowatt 
hours  or  2.3.7  per  cent.  For  the  month  of  March  1917,  the  returns  indicate  an 
increase  over  the  previous  March  of  1.5.1  per  cent  in  earnings,  and  of  2.5  per  cent 
in  output.  It  is  pointed  out  that  the  growth  in  output  which  apparently  contin- 
ues undiminished  is  largely  new  business,  particularly  industrial  power  load.  The 
advancing  cost  of  fuel  making  the  operation  of  isolated  plants  miprofitable  and 
the  increased  activity  of  shipbuilding  yards  and  mines,  are  noted  as  factors  in 
the  increase  of  central  station  business. 

900— General. 

What  Adequ.\te  Lighting  Means  to  Industries,  liy  C.  E.  Clewell. 
Electrical  World,  June  2,  1917,  p.  1052.     3|  pages. 

Direct  and  indirect  advantages  of  an  adequate  supply  of  artificial  light  to  the 
factory  in  summer  as  well  as  in  winter  months  are  pointed  out. 

920 — Economy  and  Efficiency. 

Power  for  Manufacturing  in  War  Time,  by  J.  A.  Walls.  Electrical 
World,  June  2,  1917.     p.  10.56.     !{  pages. 

The  increased  dem.and  for  power  for  manufacturing  purposes,  and  the  consequent 
shortage  «f  generating  eciupimcnt  and  fuel,  due  to  the  war,  have  caused  the  man- 
ufacturer to  place  the  burden  of  securing  electrical  generating  equipment  and  coal 
for  generation  upon  the  central  station,  where  it  properly  belongs,  freeing  his 
energies  for  application  to  his  owii  manufacturing  affairs.  The  more  efficient  use 
of  the  available  supply  of  coal,  labor  and  manufacturing  capacity  permitted  by 
concentrating  power  generation  in  large  efficient  central  stations  makes  it  appear 
that  still  further  benefits  might  be  gained  by  combined  operation  of  existing 
g<'nerating  plants  now  under  the  control  of  separate  corporations.  An  example 
of  the   benefits  derived  from  such   ojieration   is  afforded    by   the  public  service 
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companies  of  Baltimore,  Md.,  and  Lancaster,  Pa.  The  street  railways,  lighting 
and  power  systems  of  these  two  cities  have  been  tied  together  through  the  trans- 
mission system  of  a  hydroelectric  plant,  and  liy  taking  advantage  of  the  diversity 
factor  and  by  using  the  most  efficient  units  of  each  plant  to  carry  the  bulk  of  the 
load  the  entire  system  is  operated  at  maximum  efficiency. 

930— Isolated  Plant. 

Isolated  Power  Plants  in  Office  Buildings,  by  A.  E.  Meek. 
National  Engineer,  June,  1917,  p.  231.     3  pages. 

The  writer  makes  an  analysis  of  service  costs  for  a  modern  office  building  of  10 
floors  and  45,000  sq.  ft.  of  ground  space  to  illustrate  the  different  factors  which 
help  to  decide  whether  an  office  building  can  be  more  economically  served  from  an 
isolated  plant  or  from  a  central  station. 

930— Isolated  Plant. 

Analysis  of  Costs  to  Operate  Isolated  Plants,  Ekdricnl  World, 
May  26,  1917.     p.  1020.     H  pages. 

An  abstract  is  given  of  the  1917  report  of  the  Isolated  Plant  Division  of  the  Power 
Sales  Bureau  of  the  N,  E.  L.  A.  The  Committee  presents,  in  its  report,  the 
results  of  a  wide  investigation  of  isolated-plant  costs  with  comparative  data  on 
central  station  service. 

A  table  conpiled  from  typical  power  sales  reports  is  included  which  gives  data 
on  comparative  costs  of  isolated  plant  and  central  station  service  for  several" 
classes  of  business. 

COURT  DECISION  REFERENCES 

226.2 — Extension  of  Service. 

People  ex  rel.  Pavilion  Natural  Gas  Co.  v.  Public  Service  Commis- 
sion, Second  District.  Decision  of  the  New  York  Supreme  Court, 
Appellate  Division.     May  2,  1917.     164  New  York  Supplement  86G. 

The  Second  District  Commission  ordered  the  natural  gas  company  to  extend  its 
pipes  1000  feet  beyond  the  limits  of  the  Village  of  Moscow  to  furnish  natural  gas 
service  to  the  petitioner's  farm.  The  company  is  to  furnish  the  pipe  and  the 
petitioner  is  to  pay  the  exjiensc  of  la\'ing  it.  The  order  was  reviewed  in  court 
and  the  order  of  the  Commission  confirmed.  No  affirmative  opinion  was  written 
by  the  court  but  a  memoinndvun  records  the  opinion  of  two  dissenting  judges 
holding  that  the  order  should  be  annulled.  It  is  held  in  the  dissenting  opinion 
that, 

"The  Commission  cannot  rec|uire,  even  in  a  city  or  village,  an  extension  of 
the  pipes  for  more  thiin  100  feet  for  individual  use.  It  cannot  have  greater 
power  in  the  country  for  the  accommodat  ion  of  a  farm.  The  spirit  of  the  Public 
Service  Law  is  that  the  Commission  stands  Ijetween  the  Company  and  the 
public,  and  it  is  only  moved  by  an  individual  when  he  is  asserting  a  iiulilic 
right  for  the  benefit  <jf  himself  and  others.  The  Commission  does  not  find 
that  any  other  person  can  be  benetited  by  its  action;  the  whole  proceeding 
is  based  upon  the  theory  that  the  gas  pipe  is  required  solely  for  the  petitioner's 
farm.  The  Commission  had  no  authority  to  make  such  order,  and  the  exten- 
sion re()uired  is  not  a  reasonable  extension. 

"The  .\ppellate  Division  cannot  put  its  judgment  and  discretion  in  the  place 
of  the  judgment  and  discretion  of  the  Commission;  but  it  may  determine 
whether  the  Commission  has  acted  within  its  authority  and  whether  its  action 
was  arbitrary.  People  ex  rel.  N.  Y.  A-  (Jueens  Gas  Co.  v.  McCall,  21it  X.  V. 
84,  113  N.  E.  79.5,  .\nn.  C.as.  lOIOK,  1042." 
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RATES 

DETROIT,  MICHIGAN 


720— Rate  Schedules. 

The  Detroit  Edison  Company,  Detroit,  Michigan,  (Pop.  465,766) 
Changes  m  Rates  for  Residence  Lighting,  Effective  July  1,  1917. 

Beginning  July,  1917,  the  Detroit  Edison  Company  will  change  the 
residence  billing  to  a  bi-monthly  basis.  The  minimum  charge  of 
fifty  cents  per  month  will  be  doubled  for  a  two  months'  period,  and 
the  number  of  miits  now  billed  at  the  primary  rate  of  14  cents  will  be 
douljled.  The  present  schedule  to  which  this  change  will  apply  is  as 
follows : 

523.3— Number  of  Rooms  Basis. 

RESIDENCE  SERVICE. 

Rate. 

14  cents  per  kilowatt  hovir  for  the  first  2  kilowatt  hours  consumed  per  month 
per  active  room.  (This  will  be  modified  by  change  in  billing  prac- 
tice, see  above.) 

4  cents  per  kilowatt  hour  for  all  excess  use. 

Determination  of  Active  Rooms. 

Active  rooms  include  the  following:  Parlor,  reception  room,  music  room, 
conservatory,  sitting  room,  sewing  room,  play  room,  library,  dining  room, 
billiard  room,  smoking  room,  bedrooms  in  excess  of  three,  and  dressing  rooms. 

Prompt  Payment  Discount. 

10  per  cent  discount  will  be  allowed  for  prompt  payment. 

Minimum  Charge. 

.")0  cents  per  month,  subject  to  jirompt  payment  discovmt.     (This  will  be 
modified  by  change  in  billing  practice,  see  above.) 

EDiTontAt,  Note. — All  indented  matter  is  direct  quotation. 


164  11        Rate     Research 


NEW  YORK  CITY,  NEW  YORK 

720— Rate  Schedules. 

New  York  Edison  Company,  Appeal  to  Coininission  for  Porinission  fo 
Continue  Present  Maximum  Rate,  Instead  of  Making  Proposed  Re- 
duction July  1. 

The  New  York  Edison  Company  has  advised  the  First  District  Commis- 
sion that  it  does  not  tiesire  to  cai'ry  out  the  tentative  projjosition  made 
to  the  Commission  last  Novemlier  providing  for  a  reduction  of  the 
maximum  rate  for  electricity  in  ^lanhattan  and  a  considerable  portion 
of  the  Bronx  to  7  cents  on  July  1 .     (10  Rate  Research  147.) 

The  company  last  fall  voluntarily  agreed  to  make  a  reduction  from  the 
then  existing  maximum  of  8  cents  to  7k  cents  on  January  1,  and  on 
July  1  to  make  a  further  reduction  of  h  cent  per  kilowatt  hour  to  a 
maxinunn  of  7  cents.  The  company  now  states  that  unusual  conilitions 
make  it  tlesirable  that  the  present  rate,  that  put  into  effect  on  January 
1  last,  continue  for  the  present.  The  Commission  is  in\estigating  as  to 
the  merits  of  this  contention. 


KANSAS  CITY,  MISSOURI 

720— Rate  Schedules. 

Kansas  City  Light  and  Power  Company,  Kansas  City,  Missouri. 
(Pop.  248,381.)     Rates  for  Electric  Light  and  Power. 

The  rates  of  the  Kansas  City  Light  and  Power  Comj^any  as  recently 
revised  are  hero  given.  These  rates  are  effective  as  of  May  1,  1917, 
except  the  "Combination  Residence  Lighting  and  CookmgRate,"  which 
is  effective  as  of  June  1,  1917. 

RESIDENCE  LIGHTING. 

Availabk'  for  actual  residence  consumers  onl_v. 
Rate. 

8  cents  per  kilowatt  hour  for  the  fii-st  3  kilowatt  hours  per  active  room  tmini- 

muni  3  rooms)  per  month. 
5  cents  per  kilowatt  hour  for  all  additional  u.se  per  month. 

Determination  of  Active  Rooms. 

In  determining  t  hi'  nundx'r  of  active  rooms  only  such  rooms  as  are  considered 
l>y  architects'  ratinf;will  liecounled.  The  following  will  be  excluded:  alcove, 
attic  lunlinished),  bathrooms,  barns,  cellars,  closets,  coal  shed,  den,  garret 
(unlinished),  garage,  hall  ways,  laundry,  pantries,  piazza,  porches,  portico, 
toilet  room. 

Prompt  Payment  Discount. 

!>  per  cent  ten-  p.'iyniciil  iiu  or  before  I  he  ll)t  h  day  after  renditiiin  of  bill. 
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Minimum  Charge. 

.30  cents  per  month. 

COMBINATION  RESIDENCE  LIGHTING  AND  COOKING  RATE. 

Optional  Rate. 

Available  for  residence  consumers  only,  who  prefer  to  obtain  service  for  lighting 
and  cooking  through  one  meter. 

Rate. 

8    cents  per  kilowatt  hour  for  the  first  3  kilowatt  hours  per  active  room  (mini- 
mum .3  rooms)  per  month. 

5  cents  per  kilowatt  hour  for  the  next  4  kilowatt  hours  per  active  room  per 

month. 
24  cents  per  kilowatt  hour  for  all  electricity  in  excess  of  7  kilowatt  hours  per 
active  room  per  month. 

Determination  of  Active  Rooms. 

Same  as  for  Residence  Lighting  Rate  above. 

Prompt  Payment  Discount. 

.5  per  cent  for  payment  on  or  before  the  10th  day  after  rendition  of  bill. 

Minimum  Charge. 

SI. 00  per  montli. 

COOKING  RATE. 

Available  for  cooking  ptpiipment  only. 

Rate. 

.'j.2  cents  per  kilowatt  hour  for  all  current  consumed  per  month. 

Prompt  Payment  Discount. 

.2  cent  per  kilowatt  hour  for  payment  within  10  days  after  rendition  of  bill. 

Minimum  Charge. 

40  cents  per  mouth  jicr  kilowatt  connected,  liut  not  less  than  SO  cents  per  month. 

GENERAL  LIGHTING  AND  POWER  RATE. 

Available  for  all  lighting  except  residence  lighting,  also  for  small  power  con- 
sumers and  coml)ined  ligliting  and  small  power  consumers.  Minimum  connected 
load  500  watts. 

Rate. 

8  cents  per  kilowatt  hour  for  the  first  .30  hours'  use  per  month  of  maximum 
demand. 

6  cents  per  kilowatt  hour  for  the  next  30  hours'  use  per  month  of  maximum 

demand. 
4  cents  per  kilowatt  hour  for  the  next  00  hours'  use  per  month  of  maximum 

demand. 
3  cents  per  kilowatt  hour  for  all  over  120  hours'  use  per  month  of  nuixinujm 

<lemand. 

Determination  of  Maximum  Demand. 

Maximum  demand  to  be  determined  as  three-fourths  of  the  connected  load 
when  load  tloes  not  exceed  1.5  kilowatts.  Maximum  demands  for  connected 
loads  in  excess  of  15  kilowatts  to  be  assessed  as  three-fourths  of  connected 
load,    pending   accurate   determination   by    measurement.       Connected   load 
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to  be  determined  by  actual  inspection.  Each  empty  socket,  unless  discon- 
nected, or  sealed  by  the  consumer,  to  be  considered  as  if  containing  one  60- 
watt  lamp.  Measiu'cd  maximum  demand  shall  be  determined  from  the 
ma.vimum  number  of  kilowatt  hours  used  during  any  half  hour  of  a  repilar 
operating  period,  time  and  length  of  which  is  to  be  determined  by  the  Com- 
pany; such  demand  to  be  eflfective  for  one  year,  or  until  a  higher  demand  is 
obtained. 

Measuring  instruments  for  such  tests  to  be  the  property  of  and  to  l)e  maintained 
by  the  company. 

Prompt  Payment  Discount. 

5  per  cent  for  payment  on  or  before  the  10th  day  after  rendition  of  lull. 

Minimum  charge. 

Sl.OU  per  month. 

GENERAL  POWER  RATES. 

Available  for  all  power  consumers,  except  those  having  a  connected  load  of  less 
than  one   horse  power. 

Rate. 

6  cents  per  kilowatt  hour  for  the  first  60  hours'  use  per  month  of  maximum 

demand. 

4  cents  i)er  kilowatt  hour  for  the  next  60  hours'  use  per  month  of  maximum 

demand. 
3  cents  per  kilowatt  hour  for  all  in  excess  of  120  hours'  use  per  month  of  maxi- 
mum demand. 

Determination  of  Maximum  Demand. 

Maximvun  demand  to  be  accurately  assessed  or  measured,  but  not  exceeding 
connected  load. 

Connected  load  to  be  determined  from  normal  rating  of  motors  or  other  utili- 
■  zation  equipment,  and  the  maximum  demand  thereon  for  power  shall  be  assumed 
as  three-fourths  of  the  connected  load,  when  such  connected  load  is  less  than 
15  horse  pow-er. 

The  measured  maximiun  demand  shall  be  determined  from  the  maximum 
numlter  of  kilowatt  hours  used  during  any  half  hour  of  a  regular  operating 
jjeriod,  time  and  length  of  which  is  to  be  determined  l>y  the  company:  such 
demands  to  be  effective  for  one  year,  or  until  a  higher  demand  is  obtained. 

Measuring  instruments  for  such  tests  to  be  the  property  of  and  to  be  main- 
tained by  the  company. 

Prompt  Payment  Discount. 

5  per  cent  for  payment  on  or  before  the  10th  day  after  rendition  of  bill. 

Minimum  Charge. 

.$MI(1  |H'i  iiiniith  per  horse  power  foi-  the  first  7  horse  power,  or  any  fraction 

thereof  connected. 

$.40  i)er  month  for  each  additional  horse  power,  or  fraction  thereof. 

OTHER  SCHEDULES. 

Additional  rates  are  given  for:  Low  A'oltage  Maximum  Demand  Service;  High 
Voltage  Maximum  Demand  .Service;  Off-Peak  Low  Voltage  Maximum  Demand 
Service;  .Municipal  Street  Lighting;  AiLxiliary  or  Break  Down  Service:  Com- 
mercial Lighting.  Contracts  with  other  cities,  electric  light  companies,  electric 
power  companies  and  street  railway  companies;  High  Voltage  .Service  f(U'  Season- 
able Rusiness;  Lighting  Rates  to  Electric  Sign  Maintainance  Companies;  and 
Snmnier  Park  Service. 
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COURT  DECISIONS 

NEW  HAMPSHIRE 

144^Merger. 

Grafton  County  Electric  Light  and  Power  Co.,  et  al.  v,  State. 
Decision  of  the  Supreme  Court  of  New  Hampshire.  February  6, 
1917.     100  Atlantic  668. 

A  petition  of  the  Grafton  County  Electric  Light  and  Power  Company 
to  the  New  Hampshire  Pubhc  Ser\icc  Commission  for  authority  to 
purchase  the  properties  of  the  Lebanon  Electric  Light  and  Power 
Company  and  the  Mascoma  Electric  Light  and  Gas  Company  and  for 
authorit>-  to  issue  securities  therefor,  was  refused  by  the  Commission 
on  the  grounds  that,  at  the  excessive  price  at  which  it  was  proposed 
to  transfer  and  capitalize  the  properties,  such  transfers  would  not  be 
for  the  ]niblic  good.  The  Conunission  n^ade  no  finding  as  to  whether 
the  proposed  transfers  would  be  of  public  ad\antago  without  reference 
to  capitalization  asked  for,  and  did  not  report  the  maximum  ca])ital- 
ization  of  the  properties  which  would  be  approved.  (4  N.  H.  P.  S.  C.  R. 
171;  5  R.\te  Re3e.\rch  99). 

Upon  appeal  to  the  Supreme  Court  of  New  Hampshire  the  matter  was 
recommitted  to  tlie  Connnission  to  find  whether  the  proposed  consoli- 
dation at  a  proper  capitalization  would  be  for  the  public  good,  and  if. 
so,  to  determine  the  amount  of  stock  or  bonds,  which,  ia  their  opinion, 
would  be  reasonable.  (77  N.  H.  490,  93  Atl.  1028;  7  Rate  Research 
192.)  Taking  up  the  case  again,  as  instructed  by  the  Court,  the  Com- 
mission fovmd  that  the  proposed  consolidation  would  be  contrary  to 
the  pul)lic  good.  The  case  was  again  taken  to  the  Court.  The  Court, 
levicwing  the  objections  to  the  consolidation  raised  liy  the  Commission, 
founfl  the  transfer  to  be  lawful  and  reasonalile,  and  therefore,  for  the 
liublic  good,  and  the  case  was  remanded  to  the  Connnission  with  in- 
structions to  proceed  exactly  as  though  the  Commission  had  found  the 
transfer  would  be  for  the  public  good.  (77  N.  H.  539,  94  Atl.  193; 
7  Rate  Research  239.) 

The  Commission,  thereupon,  made  an  ijnestigation  to  determine  what 
would  be  a  proper  capitalization  for  the  properties  to  be  transferred. 
The  agreement  between  the  companies  provided  for  a  transfer  at  the 
price  of  .§300,000  ami  was  to  be  void  if  a  sale  on  these  terms  was  not  ap- 
proved l)y  (he  Connnission.  The  Connnission  found  the  fair  value  of 
the  properties  as  of  November  1,  1912,  to  be  S10.'i,000,  and  held  the  case 
open  for  the  companies  to  file  an  agreement  in  accordance  with  such 
finding.  The  companies  declined  to  file  such  an  agreement,  and  in  the 
present  proceeding  the  case  was  brought  before  the  Court  for  a  review 
of  the  Commission's  finding  of  value. 
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221— Capitalization. 

Regariliiifi  tlic  fixing  of  the  value  of  the  properties  for  the  purpose  of 
the  transfer,  the  Court  says: 

"Under  the  general  law,  stock  may  not  be  issued  except  for  cash 
actually  paid  into  the  treasiu'y  of  the  corporation.  P.  S.  c.  149,  Sec- 
tion 9;  chapter  150,  Section  8.  But  under  the  act  establishmg  the 
Public  Service  Commission,  the  commission  may  authorize  any  public 
utility  to  issue  stock  in  payment  for  property  of  other  corporations 
which  it  mav  lawfullv  acquire.  Laws  1913,  c.  145,  Section  15e,  p.  673; 
S.  P.  S.  p.  .352.     .    ■.     . 

"Although  the  findmg  of  the  commission  is  prima  facie  correct,  the 
cpiestion  now  before  the  court  necessarily  involves  the  determination 
of  the  fact  according  to  the  court's  view  of  the  relative  weight  of  the 
evidence  Ln  the  record.  77  N.  H.  490,  93  Atl.  1028.  The  question 
now  presentetl  is,  not  the  amount  of  the  property  as  a  basis  for  mak- 
ing rates,  but  what  is  the  value  of  the  jiroperty  which  in  the  exercise 
of  their  business  judgment  the  company  considers  wise  to  put  into 
the  business. 

"  'It  may  capitalize  what  it  owns,  but  it  can  charge  rates  only  on 
the  basis  of  so  much  of  its  property  as  is  devoted  to  the  business  in 
hand.'     Grafton,  etc.,  Co.  v.  State,"77  N.  H.  541,  94  Atl.  195. 

"Property  instead  of  cash  is  to  be  represented  by  the  securities  to 
be  issued.  The  question  obviously  is:  What  amount  in  cash  does 
the  property  fairly  and  reasonably  represent?  Asisummg  the  secur- 
ities are  to  be  sold  to  the  pviblic,  what  is  a  reasonable  siun  under  all 
the  circumstances  for  the  public  to  pay?  If  the  securities  were  not 
to  be  sold,  if  the  capitalization  were  to  be  a  mere  book  entry,  it  is 
obvious  the  puV)lic  would  have  no  interest  in  the  question.  The 
answer  to  the  (|uestion,  what  is  it  reasonable  for  the  investing  pub- 
lic to  pay,  is  plainly,  what  is  the  property-  worth  for  the  purpose  for 
which  it  is  to  be  used?  What  would  a  single  mdividual  with  abun- 
dant means  de.sirous  of  engagmg  in  the  business,  but  perhaps  cautious 
in  making  investments,  pay  for  such  properties  m  the  situation  foimd 
upon  the  date  of  the  proposed  capitalization?  Such  an  investor 
would  natui'ally  consider,  if  the  facts  were  available  to  him,  what  the 
projierty  had  actually  cost  the  original  owners;  how  nuich  it  would 
cost  to  construct  a  new  plant  to  carry  on  the  business  as  economicalK' 
as  the  existuig  one;  how  much  less  the  existing  plant  would  be  worth 
than  a  new  one  because  of  depreciation  or  inferior  or  antiquatetl 
construction;  what  return  upon  the  investment  was  probable? 
The  prospect  of  future  business,  whether  an  increase  of  jH-ofit  by 
economies  in  management,  or  whether  a  greater  expense  accoimt 
than  in  the  past  must  be  expected.  Upon  the  question  of  future  re- 
turns, such  investor  would  have  in  mind  that  he  would  be  jiermitted 
to  chai-ge  only  a  fair  price  for  the  product  of  his  business,  and  also 
that  he  could  sell  at  a  fair  price  without  conqjetition.  Such  an  in- 
vestor would  pay  the  fair  value  of  the  propei'ty  at  the  time  and  the 
general  investing  public  can  ask  no  greater  consideration. 
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310 — Valuation . 

"  'The  ascei'tainment  of  that  \aUie  is  not  controlled  by  artificial 
rules.  It  is  not  a  matter  of  fornuilas,  but  there  must  be  a  resaonable 
judgment  having:  its  basis  in  a  proper  consideration  of  all  relevant 
ifacts.'  Minn.  Rate  Cases,  230  U.  S.  352,  43-i,  33  Sup.  Ct.  729,  754 
(57  L.  Ed.  1511,  48  L.  R.  A.  (N.  S.)  1151,  Ann.  Cas.  1916a,  18). 

"  'In  order  to  ascertain  that  value,  the  original  cost  of  construction, 
the  amount  and  market  vahie  of  its  stock  and  bonds,  the 
present  as  compared  with  the  original  cost  of  construction,  the  prob- 
able earning  capacity  of  the  property  under  particular  rates  pre- 
scribed by  statute,  and  the  sum  required  to  meet  operating  expenses, 
are  all  matters  for  consideration  and  are  to  be  given  such  weight  as 
may  be  just  and  right  m  each  case.'  Smyth  v.  Ames,  169  U.  S.  466, 
546,  547,  18  Sup.  Ct.  418,  434  (42  L.  Ed.  819).     .     .     . 

"The  attempt  to  establish  a  rule  for  the  decision  of  questions  of  fact 
always  results  in  failure.  The  different  classes  of  evidence  projier 
for  consideration  may  appear  of  different  weight  to  different  mmds. 
The  question  is,  not  whether  a  reasonable  mind  might  reach  the  re- 
sult the  commission  have  reached,  but  what  impression  does  the  evi- 
dence make  on  the  minds  of  the  court.  The  five  members  of  the 
court  must  pass  on  the  question  and  agree  if  possible  in  the  final  re- 
sult. Agreement  having  l^een  reached  upon  that  point,  disagreement 
upon  the  sutisidiary  questions  is  immaterial.  Considering  all  the 
competent  evidence,  we  think  the  property  proposed  to  be  capital- 
ized was  fairly  worth  November  1,  1912,  .*'245,000.  While  the  path 
by  which  this  result  is  reached  proliably  varies  with  each  member  of 
the  court  and  little  ad\antage  woukl  be  found  in  tracing  the  route 
each  has  followed  in  reaching  that  result,  in  fairness  to  the  labor  and 
attention  which  the  connnission  have  given  the  case  brief  reference 
to  the  considerations  which  have  led  to  a  tUfferent  result  may  not  be 
improper. 

311.2— Reproduction  Cost  New. 

"We  have  l)een  inclined  to  give  more  weight  to  the  cost  of  reproduc- 
tion as  tcstifietl  to  l)y  the  engineers  of  whose  competency  and  honesty 
no  c|uestion  is  made,  and  to  consider  of  less  importance  the  price  paid 
for  the  property  in  1912  which  latter  seems  to  have  been  regarded  as 
practically  conclusive.  The  value  of  property  is  what  it  is  worth  in 
money,  what  it  will  bring  in  money  to  the  seller  or  what  it  will  cost 
the  buyer  in  money  to  obtain  it.  Cocheco  v.  Strafford,  51  N.  H.  455, 
480,  481.  While  there  are  no  sales  of  plants  such  as  the  Mascoma  or 
Lebanon  taken  as  a  whole  and  no  market  value  in  the  ordinary 
sense,  yet  for  very  nuich  of  the  property  which  is  sought  to  be  capital- 
ized there  is  a  market  value,  for  exactly  similar  material  can  be  pur- 
chased in  the  market.  Poles,  wire,  insulators,  cross-arms,  dynamos, 
shafting,  water  wheels,  all  have  a  market  value.  The  reproduction 
cost  is  simply  the  combination  of  the.se  several  market  values  with  the 
cost  of  combination.  What  a  new  plant  would  cost  would  be  of 
great  importance  to  one  proposing  to  jiuichase  one  in  operation. 
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The  cost  of  similar  construction  new  is  a  mere  matter  of  figures  to 
those  skilled  in  such  enteri^riscs.  Hence  this  value  subject  to  such 
(limiiuition  as  those  skilled  in  the  matter  agree  should  be  luade  for 
depreciation  from  use  antl  time  and  other  causes  is  entitled  to  seri- 
ous consideration. 

"There  is  nothing  in  the  reasoning  of  Judge  Hughes  in  the  ]\Iinn. 
Rate  Cases,  230  U.  S.  352,  33  Sup.  Ct.  729,  57  L.  Ed.  1511,  48  L.  R. 
A.  (N.  S.)  1151,  Ann.  Cas.  1916A,  18,  which  attacks  the  use  of  the 
reproduction  cost  less  depreciation  as  evidence  upon  the  ciuestion  of 
value  in  a  case  like  the  present.  The  passage  from  the  opinion  that 
has  lieen  relied  upon  to  establish  that  little  weight  should  be  gi\'en 
to  this  method  of  ascertaining  value  [See  Commission's  ojnnion  on 
reproduction  cost  new  Itasis  9  Rate  Research  298]  sustains  and 
emphasizes  its  unportance  in  the  present  case.     It  is  there  said: 

"  'The  cost  of  reproduction  method  is  of  service  in  ascertaining  the 
present  value  of  the  plant,  when  it  is  reasonably  applied  and  when 
the  cost  of  reproducing  the  property  may  be  ascertained  with  a 
proper  degree  of  ccrtaintv.'  Minn.  Rate  Cases,  230  U.  S.  352,  452, 
33  Sup.  Ct.  729,  7G1,  (57  L.  Ed.  1511,  48  L.  R.  A.  (N.  S.)  1151,  Ann. 
Cas.  1916A,  18). 

"The  attack  of  the  opinion  is  solely  upon  the  attempt  to  so  estimate 
the  value  of  the  right  of  way  in  those  cases  not  to  the  use  of  such 
method  in  determining  the  value  of  the  physical  property  of  the  plant. 
Whether  the  ^■iews  there  advanced  are  sound  or  not  is  immaterial  in 
this  case.  The  values  of  the  hydraulic  and  electrical  machinery  and 
distrilniting  equipment  are  not  affected  tjy  the  existence  or  non- 
existence of  these  two  plants.  The  value  of  such  property  is  deter- 
mined by  the  price  in  the  open  market.  If  a  water  wheel  costs  .$300 
and  usually  has  a  life  of  20  years,  the  ordinary  mind  would  not  ha\e 
difficulty  in  coming  to  the  conclusion  that  such  a  wheel  in  service 
onh'  10  years  was  worth  something  like  half  price. 

"The  investment  cost  is  evidence  on  the  ((uestion  of  present  value. 
The  cost  of  reproduction  new  less  depreciation  is  also  evidence.  It  is 
immaterial  upon  the  latter  method  of  apjiraisement  whether  the  expen- 
diture estimated  by  the  experts  as  involved  in  new  construction  were 
or  were  not  made  in  fact.  The  two  methods  of  appraisal  are  independ- 
ent and  entirely  distinct.  The  weight  to  be  given  either  method 
must  depend  upon  the  circumstances  of  the  particular  case.  11  the 
parties  owning  these  ])lants  economized  upon  construction  by  furnish- 
ing personal  service,  without  charge  instead  of  employing  expensive 
engineering  talent  and  have  enlarged  and  improved  their  property 
from  earnings,  such  expenditures  being  concealed  from  view  because 
never  paid  or  charged  to  operating  exjienses,  whatever  the  projierty  is 
now  worth  is  theirs.  The  concei-n  of  an  intending  purchaser  would 
be  the  value  of  the  construction  on  sale  not  the  maimer  hi  which  the 
luoposed  seller  obtained  a  valid  title. 
"When  projierty  such  as  this  not  subject  to  ordinary  sale  is  sold  ]iii- 
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vately  with  no  competition,  the  sale  furnishes  only  the  opinion  of  the 
seller  and  the  purchaser  as  to  value,  ^iven  under  circumstances  on- 
titling;  it  to  consideration  but  by  no  means  to  be  regarded  as  conclu- 
sive. In  the  present  case,  it  is  clear  the  purchasers  bought  Ijecause 
they  thought  they  were  getting  the  property-  for  less  than  its  \alue, 
and  it  is  very  clear  from  all  the  evidence  that,  whatever  view  the 
sellers  entertained  in  each  case,  the  property,  especially  the  Lebanon 
plant,  was  sold  for  much  less  than  its  \-alue. 

315.1    Going  Value. 

"Under  the  circumstances,  the  sale  price  is  not  controlling.  Neither 
is  it  material  that  the  petitioners  may  make  a  profit  In'  the  transac- 
tion. If  they  bought  for  less  than  the  \alue,  the  profit  is  theirs,  as 
they  would  have  had  to  stand  the  loss  if  they  had  paid  too  nuich. 
The  fact  that  the  concerns  are  in  operation,  going  concerns,  is  to  be 
taken  into  consideration.  If  there  was  no  opportunity  to  use  the 
property  in  the  distriliution  of  electricity,  the  property  would  be  of 
little  value.  The  fact  that  customers  have  been  secured  is  an 
element  of  value  to  he  reckoned.  It  may  be  that  in  the  past  this 
labor  has  been  charged  under  operating  expense,  but  it  is  an  asset  of 
the  property  even  if  the  service  was  given.  The  citizen  of  Danbury 
who  has  installed  a  15  horse  power  pul)lic  utility  will  be  entitled  to 
capitalize  the  reasonable  expense  of  mstallation,  even  if  all  the  labor 
was  performed  by  his  farm  hands  hired  by  the  month  without  any 
extra  cxpenditure'by  him. 

"It  will  not  be  useful  to  go  into  a  computation  of  earnings  past  and 
present  for  capitalization,  Ijut  the  fact  that  the  l)usine3S  is  prosperous 
mider  existing  rates  which  apparently  compare  fa\orably  with  those 
throughout  the  state  would  enter  into  the  estimate  of  price  by  any 
prudent  tniyer." 

314.2— Organization. 

Regarding  the  company's  expenditures  in  the  prosecution  of  the  case 
the  Court  says: 

"Legal  expense  of  organization  is  universally  regarded  as  a  proper 

item  of  capitalization.     It  necessarily  must  precede  operation,  and 

no  method  is  apparent  by  which  it  can  be  met  except  from  capital. 

The  fact  that  the  peculiar  circumstances  of  this  case  may  make  the 

organization  expense  large  does  not  alter  the  principle.     This  will 

include  all  expenditures  by  order  of  the  conmiission  and  the  amount 

reasonably  expended  or  incurred  by  the  iilaintiffs  in  the  course  of 

this  litigation." 

The  Court  finds  that  the  only  just  and  reasonable  order  that  can  be 

made  will  lie  one  based  on  a  value  of  the  property  of  $245,000  as  of  1912, 

])lus  expenditiu-es  for  additions  since  that  date,  an  amount  for  working 

capital,  and  the  organization  expense  including  exi)ense  of  litigation. 

The  case  is  remanded  to  the  Connnission. 
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COMMISSION  DECISIONS 

NEBRASKA 

221.1    Issus  of  Stocks  and  Bonds. 

Omaha,  Lixcolx  and  Beatiuce  Railway  Company,  Application  for 
Authority  to  Issue  Stock.  Decision  of  the  Nebraska  State  Railway 
Commission,  Authorizing  the  Issue.     December  6,  1916. 

The  proceeds  of  the  securities  which  the  applicant  desires  to  issue  are 
to  be  used  in  the  completion  of  its  projected  line  of  iutonuban  railway 
between  the  cities  of  Lincoln  and  Omaha.  The  Commission  approved 
an  issue  of  securities  in  1913  for  this  purpose,  but  the  applicant  has  been 
unable  to  finance  its  project  under  the  conditions  uamed  in  that  order. 
The  change  in  financing  and  construction  costs  since  the  1913  order 
is  urged  in  support  of  the  amended  petition.  The  Commission's 
engineer  stated  that  the  cost  of  labor  had  increased  25  per  cent  and  the 
cost  of  material,  35  per  cent.     The  Commission  says: 

"These  increased  costs  are  due  in  large  measure  to  economic  con- 
ditions produced  by  the  European  war.  It  is  believed  by  many 
that  at  the  termination  of  the  war,  the  probable  time  of  which  no 
one  can  foretell,  there  will  be  a  material  falling  off  in  prices  both  for 
material  and  lal:)or.  For  this  reason  the  Commis.sion  deems  it 
proper  that  the  Commission  reserve  the  authority,  on  its  own  motion, 
to  cancel  the  order  herein  unless  the  applicant  shall  within  six 
months  from  the  date  of  this  order  comply  with  the  requirements 
set  forth  in  the  order,  showuig  that  the  project  has  been  financed 
and  the  contracts  for  construction  and  equipment  entered  into. 
"It  might  be  argued  that  the  construction  of  projects  of  this  kind 
should  not  be  encouraged  during  a  period  of  high  cost,  and  that 
applicant  should  be  required  to  defer  same  until  prices  have  receded 
to  a  lower  level.  This  may  or  may  not  be  withm  the  discretion  of 
the  Commission,  but  it  may  be  argued  with  equal  force  that  in  the 
event  of  the  cessation  of  the  war  and  the  resultant  falling  off  of 
cost  there  might  be  such  a  disturbance  in  the  money  market  as  to 
preclude  the  financing  of  the  project. 

"If  it  be  contended  that  the  order  entered  herein  is  unduly  liberal 
in  its  allowance,  it  is  sufficient  to  say  that  the  completion  and  cost 
of  the  project  is  of  more  importance  to  the  people  of  the  State  than 
that  an  absolutely  correct  and  just  issuance  of  securities  be  deter- 
mined.    Similar   criticism   was   made   of   previous   orders,    yet   the 

project  remained  uncomiileted. 

"In  any  event  the  general  public  will  not  suffer,  neither  as  an  investor 

nor  as  a  user,  for  the  reasons  set  forth  in  the  1913  order,  to-wit: 

"  'First,  because  the  order  iir<)hil)its  the  sale  of  any  ])ortion  of  the 
securities  to  the  general  pul)lic  until  the  line  of  road  shall  have  l)een 
com])leted,  at  which  time  its  actual  cost  will  be  known  and  puliHshed 
by  the  Commission. 
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"  'Second,  because  the  capitalization  of  the  company  will  not  be  a 
controllinp;  factor  when  the  ciuestion  of  rates  arises.  The  fair 
value  of  the  property  devoted  to  the  use  of  the  public  will  be  the 
determinino;  factor,  and  the  actual  cost  in  constructinj;;  and  equipping 
the  line  which  the  Commission  will  have  in  its  records  when  com- 
pleted will  have  its  proper  consideration  and  full  weight  in  deter- 
mining what  the  fair  value  is.' 

"The  fact  that  a  part  of  the  stock  of  a  corporation  outstanding 
at  any  time  has  been  issued  with  the  approval  of  the  Commission 
cannot  be  held  to  constitute  a  guaranty  in  any  way  that  rates  may 
be  charged  by  such  corporation  to  enaijle  it  to  \)ay  dividends  at  any 
given  rate  upon  its  entire  capitalization." 

314.31 — Cost  of  Financing. 

In  the  order  of  1913  the  Commission  allowed  15  per  cent  for  cost  of 
financing. 

"The  applicant  insists  that  this  is  insufficient  and  that  it  cannot 
place  its  securities  at  a  price  which  will  net  it  better  than  80  cents 
on  the  dollar.  We  are  convinced  that  applicant's  officers  have 
earnestly  endeavored  to  finance  the  project  untler  the  conditions 
named  in  the  prior  order  and  that  their  failure  to  succeed  tends  t(J 
sustain  their  contentions  in  this  regard.  We  therefore  find  that  an 
allowance  of  20  per  cent  for  cost  of  financing  is  not  vmreasonable  in 
this  case." 

314.44— Contractor's  Profit. 

Regarding  allowance  for  contractor's  profit  the  Commission  says: 

"In  projects  of  this  character,  where  a  construction  company  fur- 
nishes the  work  to  construct  and  equip  the  property,  without  assum- 
ing any  financial  responsibility,  10  per  cent  is  the  usual  minimum 
allowance  for  compensation.  Where  the  construction  company 
enters  into  a  contract  to  construct  and  equip  a  property  and  to 
deliver  the  same  ready  for  operation  at  agreed  figures,  a  higher  per- 
centage is  invariably  used  to  cover  contingencies,  such  as  increased 
cost  of  material,  etc.  Under  present  conditions,  the  constant  almost 
daily  increase  in  both  material  and  lalior  items,  together  with  the 
uncertainties  of  jirompt  delivery,  etc.,  a  larger  allowance  for  con- 
tingencies is  justified  than  would  be  under  normal  conditions." 

The  method  to  be  employed  in  this  case  has  not  been  determined.  The 
Commission  adopts  for  the  ]nn']3o,se  of  its  conclusion,  the  percentage 
basis  of  10  per  cent  of  the  fundamental  cost  basis,  "for  the  reason  that 
in  a  certain  degi'ce  it  has  a  smaller  element  of  speculation." 

318— Working  Capital. 

The  Connnission  says: 

"No  allowance  has  been  made  in  the  above  figures  for  working 
capital  other  than  that  included  in  stores  and  supplies,  nor  has  any 
provision  been  made  for  a  reserve  to  take  cai'e  of  fixed  charges  on 
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the  bonds  during  the  early  period  of  the  company's  operation.  It  is 
unusual,  though  there  are  exceptions  to  the  rule,  for  a  project  of 
this  character  to  develop  a  business  from  the  conuncncement  of  its 
operation  sufficient  to  pay  a  fair  return  on  the  inve-itment.  We 
deem  it  essential  that  some  provision  should  be  made  whereby  a 
reasonable  cash  working  capital,  or  its  equivalent,  and  a  reserve 
to  insure  the  payment  of  fixed  charges  on  the  bonds  for  at  least  a 
year  after  the  property  is  placed  in  oiseration,  is  provided.  One 
year's  fixed  charges  on  the  $2,500,000  of  5  per  cent  bonds  is  $125,000. 
We  therefore  find  that  the  applicant  should  be  required  to  hold 
as  a  reserve  for  working  capital  to  meet  its  fixed  charges,  not  less 
than  .$185,000  of  preferred  stock  as  a  condition  precedent  to  the 
issuance  of  any  securities  herein  authorized,  and  file  with  the  Com- 
mission an  agreement  on  the  part  of  any  trust  company,  or  other 
responsiljle  parties,  to  purchase  the  same  at  not  less  than  80  cents 
on  the  dollar,  as  the  needs  of  the  company  may  require." 

GEORGIA 

830— Public  Ownership. 

Americus  Public  Service  Company,  Application  for  Increase  in 
Rates  for  Gas  and  Electric  Service.  Decision  of  the  Georgia  Rail- 
road Commission,  Fixing  Rates.  December  23,  1916.  Public  Utility 
Reports,  1917C,  p.  346. 

The  company  had  made  a  previous  application  for  authority  to  increase 
rates  which  had  been  denied  by  the  Conmiission.  In  support  of  that 
petition,  the  company  pointed  out  that,  under  the  terms  of  its  franchise- 
grant,  the  company  was  ol)ligated  to  set  aside  out  of  earnings  an  annual 
sinking  fund  ecjual  to  5  per  cent  of  its  outstanding  bonded  indebtedness 
for  a  period  of  twenty  years,  at  the  end  of  which  period  the  entire  bonded 
indebtedness,  representing  practically  the  entire  invested  capital, 
woukl  be  paid  and  the  plants  were  to  become  the  property  of  the  city. 
It  was  contended  that  under  the  rates  then  in  effect  the  earnings  of 
the  company  were  not  sufficient  to  pay  operating  expenses,  interest 
on  bonds,  taxes,  provide  a  proper  depreciation  fund,  and  the  annual 
sinking  fimd  contemplated  in  the  franchise  grant. 

The  Commission  was  satisfied  that  this  contention  was  true,  but  was 
of  the  opinion  that  "under  the  law  it  was  not  authorizetl  to  prescribe 
such  going  rates  as  were  necessary  to  retire  the  capitalization  of  a 
privately  owned  utility  and  bring  about  municipal  ownership  in  such 
an  indirect  manner;  that  is,  by  assessments  on  such  of  the  public  only 
as  were  patrons  of  the  utility,  for  the  supposed  Ix-nefit  of  all  of  the 
public,  and  without  any  pojiular  expression  of  the  i)ublic  on  the  subject." 
Tile  petition  was  therefore  denied.  The  comi)any  thea  filed  a  second 
jjctition  for  increased  rates  on  the  ground  that  its  earnings  were  insuffi- 
cient to  provide  for  operating  expenses,  taxes,  depreciation  anil  other 
costs  of  properly  maintaining  efficient  service.  The  Commission 
finds  that  rates  should  be  increased  and  savs: 
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"In  reaching  this  conclusion,  we  have  not  taken  into  consideration 
the  franchise  jjrovisions  as  to  the  retirement  of  the  capitahzation 
of  the  company  practically  included  in  the  lionds  and  the  acquisition 
of  the  plant  by  the  city  at  the  end  of  a  twenty-year  period.  If  the 
people  of  Americus  desire  to  own  this  plant,  its  accpiisition  should 
be  made  through  taxation  or  liy  city  bonds,  after  the  qualified 
voters  have  been  allowed  a  voice  in  the  matter,  as  provided  by  law." 


REFERENCES 
RATES 

400— Rate  Theory. 

Report  of  the  R.\te  Research  Committee,  N.  E.  L.  A.,  for  1917. 
Pamphlet,  14  pages. 

The  most  important  subjects  discussed  in  the  report  of  the  Rate  Research  Com- 
mittee for  this  j'ear  are:  (1)  the  point  of  incidence  of  a  follow-on  or  secondary- 
rate,  (2)  rates  variable  with  fuel  costs,  and  (3)  rates  varying  with  power  factor. 
The  wide  divergence  in  company  practice  with  regard  to  the  point  of  incidence  of 
the  secondary  or  follow-on  rate  is  noted  and  it  is  stated  that  it  undoubtedly  has 
not  been  given  the  attention  its  importance  would  merit.  The  different  consider- 
ations which  may  govern  the  fixing  of  the  point  of  incidence  of  the  secondary  rate 
are    discussed    as    follows: 

"The  point  of  incidence  may  be  separately  determined  as  between  different 
classes  of  customers;  thus,  if  it  is  desired  to  promote  larger  use  by  individual 
customers  of  all  classes,  and  if  it  has  been  determined  that  the  commercial 
lighting  class  has  a  condition  of  load  factor,  or  average  use,  different  from  that 
of  the  residential  lighting  class  of  customers  in  the  same  company,  it  would  be 
perfectly  proper  to  apply  the  secondary  or  follow-on  rate  for  all  consumption 
by  commercial  customers  over  a  number  of  hours'  use  of  the  demand  which  is 
considerably  greater  than  the  lesser  number  of  hours'  use  recjuired  of  residential 
customers;  or,  if  it  is  determined  that  a  certain  class  of  commercial  customers, 
to  whom  it  is  desired  that  a  stimulus  be  applied  in  the  form  of  a  low  follow-on 
rate,  can  be  coimted  on  to  use  say  150  hours  of  the  demand  per  month  normally, 
and  if  the  similar  normal  use  by  residence  customers  proves  upon  investigation 
to  be  30  hours,  then  it  would  be  proper  to  apply  the  seconclary  rat^  for  the 
respective  classes  only  when  the  consumption  reaches  such  number  of  hours' 
use. 

"Several  methods  of  treating  this  point  of  incidence  of  the  follow-on  rate  have 
been  used  in  actual  practice,  with  the  desirable  effect  of  minimizing  the  number 
of  meters,  the  numljer  of  contracts,  the  expense  of  billing,  and  the  investment 
and  maintenance  costs  in  connection  with  meters:  the  intention  being  to  enable 
customers  to  receive  a  differentiation  in  rate  between  lighting  service  and  power 
service  and  yet  supply  the  entire  service  through  a  single  meter.  Thus,  in 
Detroit  the  secondary  rate  for  light  is  identical  with  the  local  straight  line 
rate  for  miscellaneous  power  and  the  primary  rating,  or  amount  chargeable 
at  the  base  rate,  is  made  dependent  on  the  lighting  demand  alone.  Again, 
in  Baltimore  the  initial  rate  for  light  is  identical  with  that  for  power  and  the 
same  is  true  of  the  follow-on  rate,  consequently,  in  actual  use  a  large  majority 
of  customers  .'ire  found  to  use  both  lighting  and  power  service  from  the  same 
meter.  The  diffi'i-ciiliation  lietwecn  the  lighting  and  power  rates  is  here  made 
by  changing  the  \xnnl  of  uicidence;  that  for  lighting  being  40  hours'  and  that 
for  power  20  hours'  use  of  the  demand  per  month." 


17G  11         Rate     Research 


631— Cost  of  Supplies— Coal. 

The  Committee  suggests  that  a  standard  rider  attachal)le  to  existing  contract 
forms  providing  for  variation  of  rate  for  electric  energy  with  variations  in  fuel 
costs  is  the  most  convenient  method  of  dealing  with  this  ])roblem.  The  cost  of 
fuel  fluctuates  to  such  an  extent  that  no  ])ermanent  adjustment  of  rates  can  be  made. 

623— Power  Factor 

Regarding  rates  varying  with  power  factor,  the  Committee  makes  the  tentative 
recommendation,  that  a  satisfactory  power  factor  rule  should 

(a)  Accept  without  charge  or  penalty  power  factors  from  unity  dowii  to  (say) 

83  per  cent. 

(b)  Increase  the  rate  suitably  for  power  factors  from  8.5  percent  down  to  7.5 

or  possibly  70  per  cent. 

(c)  Penalize  by  a  rapidly  increasing  surcharge  all  power  factors  of  70  percent 

or  less. 


COURT  DECISION  REFERENCES 

244 — Rehearing  and  Appeal. 

St.\te  ex  rel.  Northern  Pacific  Ry.  Co.  et  al.  v.  Public  Service 
Commission  of  W.\shingtpn,  et  al.  Decision  of  Supreme  Court  of 
Washington,  March  24,  1917,  163  Pacific  1143. 

The  order  of  the  Commission  here  under  review  required  the  railroads,  parties 
to  this  case,  to  establish  a  joint  through  rate  with  milling  in  transit  privileges, 
satisfj'ing  tlie  petition  of  one  shipper.  It  was  as.serted  liefure  the  court  that  there 
was  no  evidence  to  support  the  Commission's  finding  of  pulilic  necessity,  because 
only  one  shipper  appeared  before  the  Commission  to  ask  for  the  change. 
The  Court  says: 

100    Public  Service. 

"We  do  not  wish  to  hold  that  the  existence  of  a  public  necessity  is  not  deter- 
mined by  the  number  of  people  asking  for  the  same.  The  case  of  State  ex  rel. 
Chicago^  Milwaukee  &  Puget  Sound  R.  Co.  v.  Public  Service  Commission, 
77  Wash.  520,  137  Pac.  10.57,  Aim.  Cas.  1915D,  202,  is  somewhat  analogous  to 
the  present  situation.  Therein  it  was  held  that  the  character  of  way.  whether 
public  or  private,  is  determined  by  the  extent  of  the  use.  and  if  all  the  people 
have  a  right  to  use  it,  no  matter  if  but  one  person  asks  for  its  construction, 
it  is  a  public  way." 

240 — Commission  Procedure. 

Regarding  hearings  Ix'fcire  tlie  Commission,  the  court  says: 

"It  (the  Commission)  i.s  not  boimd,  as  is  a  court,  to  acquire  its  information 
concerning  all  matters  involved  in  the  proceeding  before  it  wholly  and  entirely 
from  the  evidence  of  witnesses  or  other  evidence  produced  before  it,  but  may 
take  into  consideration  the  results  of  its  general  invest iii;;itions,  general  infor- 
mation upon  a  given  subject  within  its  powers,  and  all  matters  whicli  afTect 
the  matter  and  concerning  which  it  must  determine  the  facts." 

244-Rehearings  and  Appeal. 

Regartling  the  review  by  a  ciiurt  of  an  order  of  an  a  1  mini.; I  rati ve  b:)ar.l.  the  opinion 

says: 

"Courts  do  not  assinne  regulatory  powers  in  sucli  matters,  ami  have  none  Imt 
judicial  |)owers.  With  regulatory  commissions,  wilhin  their  scope  tlieir 
powers  are  mandatory,  unless  improperly  based." 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


RATES 

ERIE,  PENNSYLVANIA 

631— Cost  of  Supplies— Coal. 

Erie  County  Electric  Company  and  the  Erie  Lighting  Company, 
Erie,  Pennsylvania  (Pop.  66,525).  Addition  of  Coal  Clause  in  Whole- 
sale Power  Rates,  Effective  June  1,  1917. 

The  two  electric  companies  in  Erie,  Pennsylvania,  have  recently  added 
a  coal  clause  in  their  rates  for  wholesale  i^ower.  The  rates  of  the  two 
companies  are  substantially  the  same.  The  wholesale  rate  with  the 
coal  clause  as  worded  by  the  Erie  Lighting  Company  is  as  follows: 

HIGH  TENSION  OR  WHOLESALE  POWER  RATE. 

Available  for  all  (■dusunuT.s  using  the  cumiiany'.s  2, 200  i>v  (i.OOO  volt.  3  phase  service 
for  power  purposes.  Consumers  having  a  connoctotl  load  of  at  least  fifty  (.501 
horsepower  may  supply  themselves  with  light  from  this  power  service  to  an  extent 
not  exceeding  20%  of  the  total  connected  load. 

Rate. 

Demand  Charge. 

$1.00  per  kilowatt  of  maximum  demand  per  month,  plus  an 

Energy  Charge  of 

.S  008.5  pel-  kilowatl-hour  for  2.50,000  kilowatt-hours  per  month  or  more. 

.009  per  kilowatt-hour  for  160,000  kilowatt-hours  per  month. 

.0096  per  kilowatt-hour  for    80,000  kilowatt-hours  jjer  month. 

.0099  per  kilowatt-hour  for    40,001)  kilowatt-hours  per  month. 

.0105  per  kilowatt-hour  for    20,000  kilowatt-hours  per  month. 

.01125  per  kilowatt-hour  for     10,000  kilowatt-hours  per  month. 

.012  per  kilowatt-hour  for      5,000  kilowatt-hours  ])('r  month. 

.015  per  kilowatt-hour  for      :i,000  kilowatt-hours  jhu-  month. 

.018  per  kilowatt-hour  for      2,001)  kilowatt-hours  i)er  month. 

.0225  per  kilowatt-hour  for      1,000  kilowatt-hours  i)er  month. 

.03  per  kilowatt-hour  for  less  than  1,000  kilowatt-hours  per  month. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Coal  Clause. 

For  each  10  cents  or  fraction  thereof  increase  in  the  price  of  Pittsburgh  coal 
(or  its  equivalent)  as  paid  by  the  company  (ranging  from  13,000  to  13,000 
B.  t.  u.  per  pound)  over  and  above  $2.00  per  net  ton,  delivered  at  the  company's 
plant  in  the  City  of  Erie,  there  shall  \>c  a  charge  of  three-tenths  of  a  mill 
(.10.0003)  for  each  kilowatt-hour  of  energy  consumed. 

The  energy  charge  shall  be  determined  by  the  price  and  during  the  period  for 
which  the  company  contracts  for  its  coal  supply. 

The  company  will  endeavor  to  contract  for  its  .supply  of  coal  for  not  Jess  than 
si.\  months  periods  and  to  the  best  advantage.  However,  sho\dd  the  coal 
market  be  such  that  the  company  does  not  deem  it  advi-sable  to  contract  for 
coal,  then  the  energy  charge  shall  be  liasedupon  the|)rice  paid  for  coal  delivered 
to  the  com])any's  plant  for  the  month  immediately  preceding  the  month  for 
which  bills  are  rendered. 

Determination  of  Demand. 

By  maximum  demand  is  meant  the  largest  amount  of  power  used  for  a  period 
of  five  (5)  minutes  during  the  month.  This  is  determined  or  measured  by  a 
maximum  demand  meter  or  meters,  (hi  installations  of  1.5  K.  W.  or  less,  the 
maximum  demand  will  lie  taken  as  75%  of  the  transformer  capacity. 

Prompt  Payment  Discount. 

5  per  cent  will  be  allowed  for  prompt  payment. 

Minimum  Charge. 

.?l.'i.(HI  ])cr  month. 

Terms  and  Conditions. 

The  consumer  may  jirovide  his  own  transformers  or  the  Company  will  provide 
and  maintain  transformers  under  this  schedule  at  a  rental  charge  of  10%  per 
year  of  the  cost  of  the  transformer,  payable  in  monthly  payments.  The  Com- 
pany reserves  the  right  to  specify  the  size  of  transformers  to  be  used. 

The  milliner  in  which  the  liills  arc  coiiiptitcxl  under  this  rate  makes  it  a 
combined  Block  and  Step  Hopkinson  Demand  rate.  The  follo\vin{!; 
example,  given  in  the  schedule,  illustrates  the  company's  method  of 
applyinp;  this  rate: 

Example. 

A  connected  load  of  1()0  h,  p.  with  a  maximum  demand  for  five  minutes  of  .")0  K.  \V. 
and  an  energy  consumption  of  7000  K.  W.  Hrs.,  with  coal  costing  Company  $2.50 
per  net  ton  delivered: 

Demand  Charge. 

50      K.  \V.  demand  (g .$1 .  00  $  .50  00 

Energy  Charge. 

5000  K.  W.  Hrs  @.  012 

2000  K.  W.  Hrs  ©.  .01125 

7000  K.  W.  Hrs  @ (6x0003) 

Gro.ssbill 

5%  prompt  payment  discouiil 

Net  bill.  ....  $135,85 


6000 

22 

50 

10  50 

$143 

00 

/ 

15 
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ALTOONA,  PENNSYLVANIA 

720    Rate  Schedules. 

Penn  Central  Li(;ht  and  Power  Company,  Altooiia,  Pennsylvania, 
(Pop.  52,127),  Revision  of  Rate  Schedules  for  Electric  Service. 

The  Penn  Central  Light  and  Power  Conijiany  has  revised  its  schedules 
for  electric  service  in  Altoona,  Pennsyl\ania.  The  rates  for  General 
Lighting  were  inci'eased  from  8  cents  and  4  cents  to  9  cents  and  5  cents, 
respectively,  and  the  rates  for  General  Power  were  increased  from  5.5.5 
cents  and  2.77  cents  to  6  cents  and  3  cents,  respectively,  as  shown  below. 
The  combined  rate  for  Lighting  and  Cooking  service  was  recently 
liut  in  effect.  The  Wholesale  Rates  for  Power  have  been  modified  l)y  the 
addition  of  a  coal  clause.     The  revised  rates  are  as  follows: 

RESIDENTIAL  AND  COMMERCIAL  LIGHTING. 

Rate. 

9  cents  per  kilowatt  hour  for  the  fir.st  .30  hours'  u.se  of  the  connected  kilowatt 

capacity  of  lamps  installed. 
'i  cents  per  kilowatt  hour  for  all  excess. 

Determination  of  Connected  Load. 

By  inspection,  lamps  rated  as  follows: 

Carbon  lamps.  Gem  lamps. 

8  candle  power,     30  watts.  12  candle  power,    30  watts. 

16  candle  power,    50  watts.  24  candle  power,    60  watts. 

32  candle  power,  100  watts.  40  candle  power,  100  watts. 
Empty  sockets  rated  at  60  watts. 
Tungsten  lamps  at  rated  wattage. 

Quantity  Discount. 

For  the  first  .$10(1  of  monthly  bill,  no  discount. 
For  the  next  $100  of  monthlv  bill,  20':p  discoimt. 
P'or  the  next  .8100  of  monthly  bill,  40' c  discount. 
For  the  next  $100  of  monthly  bill,  .50%  discount. 
For  all  excess  over  .$400  of  monthly  bill,  60%  discovmt. 

Minimum  Charge. 

A  muiimum  monthly  charge  of  $1.00  net  will  he  made  for  each  meter  installed. 

LIGHTING  AND  COOKING  RATE. 

.Available  to  customers  having  an  electric  range. 

Rate. 

9  cents  per  kilowatt  hour  for  the  first  30  hours'  use  of  the  connected  kilowatt 

capacity  of  lamps  installed. 
5  cents  per  kilowatt  hour  for  the  next  15  hours'  use  of  the  connected  kilowatt 

capacity  of  lanijis  installed. 
2.5  cents  per  kilowatt  hour  for  all  excess. 

Determination  of  Connected  Load. 

.Same  as  for  Residential  and  Commercial  Lighting,  above.     The  range  will  not 
be  included  in  connected  load. 

Minimum  Charge. 

.$1.00  net  per  month. 
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HEATING  AND  COOKING. 

Available  for  heating  and  cooking  only. 

Rate. 

.3  cents  per  kilowatt  hour  for  the  first  100  kilowatt  hours  consumed  per  month. 
2.5  cents  per  kilowatt  hour  for  all  excess. 

Minimum  Charge. 

Sl'.OOnet  per  month. 

Term  of  Contract. 

Not  less  than  six  months. 

RETAIL  POWER. 
Rate. 

6.66  cents  per  kilowatt  hour. 

Prompt  Payment  Discount. 

II)  per  cent  for  [layment  within  10  days  of  date  of  bill. 

Minimum  Charge. 

50  cents  net  per  horsepower  of  connected  load,  but  in  no  instance  will  the  total 
minimum  monthly  charge  be  less  than  $1.00. 

GENERAL  POWER. 
Rate. 

6  cents  per  kilowatt  hour  for  the  first  .30  hours'  use  of  the  demand. 
3  cents  per  kilowatt  hour  for  all  excess. 

Determination  of  Demand. 

The  demand  in  kilowatts  is  determined  as  follows: 

Installation  of  less  than  10  horsepower,  one  motor,  80^^  of  motor 

rating. 
Installation  of  10  horsepower,  2  or  more  motors,  75%  of  motor 

rating. 
Installation  of  10  to  50  horsepower,  1  or  more  motors,  70%  of  motor 

rating. 
Installation  of  more  than  50  horsepower,       1  or  more  motors,  60%  of  motor 

rating. 

One  horsepow'cr  of  motor  rating  will  be  considered  eciuivalent  to  .88  kilowatt 
input. 

Quantity  Discount. 

From  the  gr<iss  amount  of  each  monthly  bill  computed  at  the  foregoing  rates, 
the  following  quantity  discoimts  will  be  deducted: 

For  the  first  $25.00  of  monthly  bill,  no  discount. 

For  the  next  $25.00  of  monthly  bill,  10%  discount. 

For  the  next  $25.00  of  monthly  bill,  15%,  discount. 

For  the  next  $25.00  of  monthly  bill,  20';'c,  discoimt. 

For  the  next  .$25.00  of  monthly  bill,  25'c  discount. 

For  the  next  $25.00  of  monthly  bill,  30' ;,  discoimt. 

For  the  next  $25.00  of  monthly  bill.  .35' ,,  iliscount. 

For  the  next  $25.00  of  monthly  bill,  -lO'/o  discoimt. 

For  the  excess  over  $200.00  of  monthly  bill,  45%  discount. 

Minimum  Charge. 

SI. 00  net  jier  horsepower  of  connected  load,  but  in  no  instance  will  the  total 
minimum  monthly  charges  be  less  than  $2.00. 
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WHOLESALE  POWER. 

Available  to  all  power  users  other  than  coal  mines,  guaranteeing  $1,200  per  year, 
'2..300  volt  service. 

Rate. 

1.5  cents  per  kilowatt  hour  for  the  first  50.000  kilowatt  hours  used  per  month. 
1.25  cents  per  kilowatt  hour  for  the  next  50.000  kilowatt  hours  used  per  month. 
1  cent  per  kilowatt  hour  for  the  next  50,000  kilowatt  hours  used  per  month. 
.8  cent  per  kilowatt  hour  for  all  excess  use. 

Minimum  Charge. 

$12.00  per  year  per  horsepower  comiected. 

No  comiected  load  will  be  considered  less  than  100  horsepower. 

Term  of  Contract. 

Not  less  than  three  years. 

Coal  Clause. 

Additional  charge  of  one-tenth  of  a  mill  per  kilowatt  hour  for  each  increase 
of  10  cents  per  gross  ton  of  coal  when  coal  exceeds  $1.35  per  gross  ton. 

OTHER  SCHEDULES. 

.\dditional  schedules  are  given  for  Auxiliary  Service;  Flat  Rate  Sign  and  Display 
Lighting;  Flame  .\rc  Lamps;  Power  Rate  for  Newspapers;  Wholesale  Power 
Rates,  applying  to  coal  mines  and  stone  quarries;  Ornamental  Street  Lighting; 
Storage  Battery  Charging;  Telephone  and  Telegraph  Instruments;  Temporary 
Service;  Theatre  Service;  Night  Power;  Wholesale  High  Tension  Power,  and 
Development  Rate  on  Wholesale  and  Wholesale  High  Tension  Power. 
The  coal  clause  given  above  under  the  wholesale  power  rate  is  also  made  a  part  of 
the  schedules  for  Night  Power,  Wholesale  High  Tension  Power,  and  the  Develop- 
ment Rate  on  Wholesale  and  Wholesale  High  Tension  Power. 

BIRMINGHAM,  ALABAMA 

720— Rate  Schedules. 

BiRMiN'iin.AM  R.MLWAV,  Light  .\nd  Power  Company,  Birmingham, 
Alabama  (Pop.  132,685).  Changes  in  Rates  for  Electric  Service. 
May,  1917. 

In  connection  with  the  rate.s  for  commercial  and  residence  lighting 
service,  provision  was  recently  made  for  reductions  in  the  primary 
rate  following  increases  in  the  niunber  of  customers  connected.  The 
company  also  changed  its  retail  power  rate  which  was  formerly  a 
straight  line  meter  rate  of  7  cents  per  kilowatt  hour  with  step  quantity 
discounts.  Both  schedules  are  given  below,  together  with  an  optional 
power  rate  which  was  made  effective  February  1,  1917,  and  which  took 
the  place  of  a  straight  line  rate  with  quantity  discounts. 

COMMERCIAL  AND  RESIDENCE  LIGHTING. 
Rate. 

S  5  cents  per  kilowatt  hour  for  the  first  100  kilowatt  hours  used  per  month. 
7.0  cents  per  kilowatt  hour  for  the  next  125  kilowatt  hours  used  per  month. 
6.0  cents  per  kilowatt  hour  for  the  next  1.50  kilowatt  hours  used  per  month. 
5.0  cents  per  kilowatt  hour  for  the  next  2,000  kilowatt  hours  used  i)er  month. 
4.0  cents  per  kilowatt  hour  for  all  excess  use. 


■■ 
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Prompt  Payment  Discount. 

10  per  cent  fur  |i:iynifiit   wilhiii  10  days. 

Minimum  Charge. 

7.5  cents  per  month  for  each  meter. 

Proposed  Reductions. 

Maximum  rate  will  be  reduced  a.s  follows: 

Total  ninnber  of  meters  22,500,  8      cents  per  kilowatt  hour  for  the  first  100 

kilowatt  hours. 
Total  number  of  meters  27,500,  7.5  cents  per  kilowatt  hom-  for  the  first  100 

kilowatt  hours. 
Total  nimiber  of  meters  3.5,000,  7      cents  per  kilowatt  hour  for  the  first  100 

kilowatt  hours. 

RETAIL  POWER. 
Rate. 

fi  cents  per  kilowatt  hour  for  the  first  oOO  kilowatt  hours  used  per  month. 
5  cents  per  kilowatt  hour  for  all  excess  use. 

Prompt  Payment  Discount. 

o  ]ier  cent  if  bill  is  pai<i  within  10  days. 

Minimum  Charge. 

75  cents  per  montli  per  meter. 

OPTIONAL  POWER  RATE. 

Alternating  Current  Service. 

Available  to  all  power  consumers  using  the  Company's  alternating  current  service 
at  its  standard  voltage,  phase  and  frequency. 

Rate. 

o  cents  per  kilowatt  hour  for  the  first  22.i  kilowatt  hours  used  each  month  per 

horsepower  of  maxinuun  demand. 
4  cents  per  kilowatt  hour  for  the  next  45    kilowatt  hours  used  each  month  per 

horsepower  of  maximum  demand. 
2  cents  per  kilowatt  hour  for  all  in  excess  of  67|  kilowatt  hours  used  each  month 

per  horsepower  of  maximum  demand. 

Determination  of  Maximum  Demand. 

The  entire  connrded  load  ill  horse  |)ower  for  one  motor;  SO'o  for  two  and  up 
to  five  motors;  iJO[c  for  six  or  more  motors.  The  manufacturer's  name  plate 
rating  may  at  the  option  of  theCompany  be  used  in  the  deternunation  of  the 
Consumer's  connected  load. 

Prompt  Payment  Discount. 

All  liills  shall  l)e  payable  at  the  office  of  the  Company  within  10  days  from  the 
rendition  thereof,  and  when  paid  within  10  days  from  the  rendition  thereof 
shall  be  subject  to  a  discount  of  5  per  cent. 

Minimum  Charge. 

The  Coiisiinier  shall  guarantee  a  minimum  monthly  charge  of  75  cents  per 
horsepower  installed  for  the  first  lo  horsepower,  and  .50  cents  per  month  jier 
horsepower  installed  in  excess  of  fifteen  horsepower,  liut  in  no  event  shall  the 
minimum  monthly  guarantee  of  the  Consumer  amount   to  less  than  .?.'1.00. 

Direct  Current  Service. 

The  above  rate  is  applicable  to  all  power  consinners  served  by  the  commercial 
direct  current  distribution  system  wilh  the  exeejjtion  that  for  direct  current 
service  the  primary  rate  becomes  6  cents  jjcr  kilowatt  hour  instead  of  5  cents. 
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DAVENPORT,  IOWA 

513.8— Block  Meter  Rate. 

The  Peoples  Light  Company,  Davenport,  Iowa  (Pop.  43,028),  Change 
in  Retail  Power  Rate. 

The  Peoples  Light  Company  has  recenth-  clianged  the  rates  for  retail 
power  from  a  step  meter  form  to  the  following  l)lock  meter  rate: 

Rate.  RETAIL  POWER. 

6  cents  per  kilowatt  hour  for[,the  first  50  kilowatt  hours  used  per  month. 
5  cents  per  kilowatt  hour  for  the  next  50  kilowatt  hours  used  per  month. 
4  cents  per  kilowatt  hour  for  the  next  .300  kilowatt  hoiu's  used  per  month. 
3  cents  per  kilowatt  hour  for  the  next  .300  kilowatt  hours  used  per  month. 
2.5  cents  per  kilowatt  hour  for  the  next  500  kilowatt  hours  used  per  month. 
2  cents  per  kilowatt  hour  for  the  next  4S00  kilowatt  hours  used  per  month. 
1 .75  cents  per  kilowatt  hovn-  for  the  next  12000  kilowatt  hours  used  per  month. 
1.5  cents  per  kilowatt  hour  for  the  next  22001)  kilowatt  hours  used  per  month. 
1.25  cents  per  kilowatt  hour  for  the  next  200,000  kilowatt  hoiu's  used  per  month. 
1  cent  per  kilowatt  hour  for  the  next  200.000  kilowatt  hours  used  per  month. 
.S    cent   per  kilowatt  hour  for  all  excess  use. 

Minimum  Charge. 

.$1  00  i)cr  month  per  horsepower  for  the  first  5  horsepower  connected. 
.75  per  month  per  horsepower  for  the  next  10  horsepower  connected. 
.50  per  month  ])er  horsepower  for  all  excess. 

PROVIDENCE,  RHODE  ISLAND 

720— Rate  Schedules. 

N.\RR.\G.\NSETT  Electric  LIGHTING  COMPANY,  Providence,  Rhode 
Island  (Pop.  224,326).  Changes  in  Rates  for  Power  Service. 
The  statement  of  the  changes  in  rates  for  power  of  the  Narragansett 
Electric  Lighting  Company  as  reported  in  11  Rate  Re.search  23  may 
lead  to  a  misunderstanding  of  the  rates  now  in  effect.  It  should  be 
understood  that  the  power  schedule  Rate  G  as  given  in  9  Rate  Re- 
search 152  remains  in  effect  unchanged  for  service  under  contracts 
for  one  year.  This  rate  was  extendetl  for  demands  over  .500  kilowatts 
as  given  in  11  Rate  Research  23  for  five  year  contracts. 

COMMISSION  DECISIONS 
ILLINOIS . 

300— Investment  and  Return, 

City  of  Pekin  v.  Pekin  Waterworks  Company,  Alleging  That  Rates 
for  Water  Service  Are  Unreasonable.     Decision  of  the  Illinois  Public 
Utilities    Commission,     Fixing    Rates.     March     8,     1917.     (Public 
Utilities  Reports,  1917  C,  p.  838.) 
In  discussing  the  value  of  the  property  to  Ije  used  as  a  basis  in  deter- 
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mining:  the  reasonableness  of  the  water  company's  present  rates,  the 
Commission  said: 

310— Valuation. 

"In  this  case,  as  in  other  rate-making  matters  which  have  been 
presented  to  this  Commission,  the  ciiiestions  of  vahiation,  depre- 
ciation, and  rate  of  retm'n  are  closely  allied.  As  far  as  it  affects  the 
ultimate  rates  for  water  service,  there  is  little  difference  between  a 
low  rate  of  return  upon  a  high  valuation,  and  a  high  rate  of  return 
on  a  greatly  depreciated  present  value.  Similarly,  if  a  consistent 
relation  is  observed  between  accrued  and  accruing  depreciation, 
the  ultimate  rates  for  water  service  are  not  materiallj-  afTected  l:)y 
the  theory  which  is  followed.  The  relation  of  theory  and  fact  in 
valuation  work  is  discussed  in  detail  in  the  Lincoln  Rate  Case  (10 
Rate  Research  260,  276,  291,  307},  and  much  of  this  discussion  is 
pertinent  to  the  inquiry  herein. 

"At  this  point,  it  is  well  to  observe  that  the  Commission's  allowance 
for  annual  accruing  depreciation  is  in  mathematical  accord  with  its 
allowance  for  fair  present  value;  and  any  difference  which  may  exist 
between  this  Commission's  finding  and  the  testimony  of  the  re- 
spondent's witness  relative  to  present  fair  value  is  practically  offset 
by  the  capitalization  of  the  difference  in  allowances  for  annual 
accruing  depreciation.  It  is  also  to  be  noted  that  the  Commission's 
finding  of  present  value  happens  in  this  case  to  be  identical  with  the 
par  amount  of  the  respondent's  outstanding  securities;  and  no  claim 
is  to  be  made  in  reason  that  the  finding  herein  will  destroy  the 
respondent's  credit  so  that  it  will  be  unable  to  secure  adtlitional 
funds  for  necessary  extensions  and  betterments." 

340— Rate  of  Return. 

"As  frequently  alluded  to  in  other  rate-making  decisions  of  this 
Commission,  the  rate  of  return,  in  addition  to  the  interest  rate 
(or  the  local  worth  of  money),  should  embrace  a  compensatiori  for 
the  inherent  risks  of  the  venture  and  for  a  recognition  of  efficiency 
of  operation  and  management.  In  this  particular  case,  the  interest 
on  the  bonds  (5  per  cent)  is  not  to  be  regarded  as  an  unfair  measure 
of  the  worth  of  money,  assuming  that  the  discount  (if  any)  is  com- 
pensatory of  the  bontlholder's  risk,  and  an  allowance  in  excess  of 
such  a  percentage  is  compensatory  of  the  respondent's  risk  and 
the  efficiency.  The  elements  of  risk  anil  efficiency  are  imjiossible 
of  jirecise  measurement;  the  risk  is  measured  variously  in  the 
judgment  of  ilifferent  persons,  and  Hkewise  the  efficiency  of  o]i(>ration 
and  management.  Efficiency  of  operation  and  management, 
however,  is  to  be  adjusted  to  standard  by  a  reasonable  allowance  for 
operating  expenses  where \-er  unreasonable  and  extraordinary  operat- 
ing expenses  manifest  themselves.  If  a  utility's  stockholders  so 
desire,  there  is  no  great  objection  to  be  made  to  imusually  large 
cxjienditures  for  managerial  salaries,  engineer's  fee,  office  rent,  etc., 
hut  it  is  not  to  be  expected  that  a  regulatoiy  body  will  l)e  comjielled  to 
recognize  and  allow  unnecessary  expenses  in  a  rate-making  procedure. 
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Should  the  respondent,  instead  of  making  elaborate  expenditures 
for  salaries  and  fees,  adjust  its  general  expenses  to  a  reasonable 
amount,  it  is  quite  apparent  that  more  funds  would  be  available 
for  di\identls;   and,  with  the  allowance  for  rate  of  return  fixed  herein- 
after, the  respondent  would  be  in  position  to  declare  from  8  per  cent 
to  9  per  cent  in  annual  dividends,  under  the  present  ratio  of  stocks 
to  bonds.     .     .     ." 
It  appeared  that  salaries  of  certain  employees  were  higher  than  could  be 
justified   by   unusual  efficiency   of  management   and   the   commission 
concluded  the  discussion  of  fair  return  l)y  saying: 

"The  Commission  is  of  the  opinion  that  a  portion  of  the  manager's 
high  salary  and  the  engineer's  fee  are  not  a  burden  of  the  rate  payers, 
but  instead  are  a  burden  of  the  stockholders  as  long  as  the  stock- 
holders see  fit  to  carry  the  burden." 

510 — Form  of  Rates. 

The  C'onunission  found  that  the  rates  were  not  unreasonably  high  but 
were  unsatisfactory  and  discriminatory.  Flat  rates  were  ordered 
abandoned,  and  the  Commission  discussed  rate  forms  as  follows: 

"In  the  rates  determined  hereinafter,  the  Commission  is  establishing 
a  basic  service  charge,  supplemented  by  a  consumption  charge. 
These  two  charges  constitute  a  rate  which  is  closely  in  accord  with  a 
theoretical  rate  structure  and  which  conforms  more  closely  to  the 
actual  cost  of  water  service  in  the  city  of  Pekin.  For  example, 
there  exist  certain  fixed  operating  costs  which  are  chargeable  against 
an  individual  consumer,  regardless  of  the  quantity  of  water  used; 
and  these  average  charges  vary  somewhat  with  the  size  of  the  con- 
sumer's service  and  meter.  Fixed  charges,  such  as  interest  and 
depreciation  upon  the  investment  in  meter,  meter  box,  stop  cock, 
service  pipe,  and  other  consumer  equipment,  are  directly  assessable 
against  the  consumers;  as  are  also  certain  operating  costs,  such  as 
maintenance  and  repairs  to  meters  and  to  services  and  the  reading 
of  meters,  with  l)illing,  bookkeeping,  and  collection  costs.  Other 
costs,  such  as  fuel,  oil,  station  supplies,  station  labor,  distribution 
labor,  etc.,  are  directly  assessable  in  a  large  proportion  to  the  actual 
water  used  by  the  various  consumers,  as  determined  by  meter 
readings.  Likewise,  certain  fixed  charges,  such  as  interest  and 
depreciation  on  plant  equipment  and  distribution  system,  are 
largely  assessable  against  capacity.  In  a  straight  rate,  all  these 
charges  arc  lumped  together  and  averaged;  while,  in  a  block  rate, 
an  effort  is  made  to  distribute  the  consumer  charge  and  the  capacity 
charge  either  among  the  various  blocks  or  in  mininuun  bills.  In  a 
maximum  demand  form  of  rates,  the  advocates  of  the  same  j^urport 
to  apportion  and  distribute  the  capacity  charge  to  the  consumers  in 
]:roport!on  to  the  individual's  usage  of  the  utility's  plant.  From  a 
theoretical  point  of  view  this  allocation  of  costs  is  accomplished 
by  a  maximum  demand  form  of  rates;  but  practically  there  are  few 
maximum  demand  rates  which  contemplate  actual  measuring  of 
the  indivi<lual's   demand,   and   therefore  become  cumbersome   and 
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unwieldy  applications  of  a  theory  which  of  itself  is  none  too  scientific 
and  detVndahle.  Although  it  may  he  generally  impracticable  to 
establish  theoretical  rates,  jiarticularly  to  the  average  small  water 
consumer,  it  is  quite  practical  to  approximate  the  theoretical  rates 
by  the  establishing  of  a  sliding-scale  block  rate  super-imposed  upon 
a  service  charge;  and  this  form  of  rates  the  Co  mission  has  deter- 
mined upon  herein.  Average  \'ariations  in  the  costs  of  rendering 
service  to  large  and  to  small  consimiers  are  taken  care  of  by  varying 
the  service  charges  proportionately  to  the  size  of  meters  and  by 
diminishing  the  consumption  charge  w'ith  large  and  long-hour  usage. 
The  service  charges  fixed  hereinafter  will  constitute  the  minimum 
monthly  or  quarterly  bills.     .     .     ." 

631 — Prompt  Payment  Discount. 

"Inasmuch  as  it  is  invariably  essential  to  the  excellent  operation  of  a 
utility  that  bills  be  paid  promptly  by  consumers  when  due,  it  has  lieen 
the  practice  of  this  Commission  to  permit  utilities  to  promote  prompt 
payment  of  bills  by  means  of  an  undiscriminatory  prompt-payment 
discount." 

NEW  JERSEY 

226.2 — Extension  of  Service. 

Hacksens.^ck  Water  Company,  Investigation  of  Service  Afforded  by 
the  Company.  Decision  of  the  New  Jersey  Board  of  Public  Utility 
Commissioners,  Outlining  Certain  Duties  of  the  Company  with  Regard 
to  Maintaining  Satisfactory  Service.     April  28,  1917. 

(^ne  of  the  matters  investigated  by  the  Board  was  the  Company's 
liractice  in  making  extensions  of  mains.  The  Company's  rule  is 
explained  and  discussed  in  the  decision  of  the  Board,  as  follows: 

"Where  applicants  for  water  service  are  located  along  the  lines  of 
mains,  or  where  an  extension  to  serve  them  is  less  than  100  feet  in 
length,  the  Hackensack  Water  Company  will  make  the  necessary 
extension  of  main  without  any  guarantee  other  than  the  regular 
contract  for  service,  which  involves  a  minimum  charge  of  $2.50  per 
quarter.  This  is  ccjuivalent  to  a  guarantee  of  ten  cents  per  annum  per 
running  foot  of  main. 

"Where  the  prospective  customer  is  so  located  that  an  extension  in 
excess  of  100  feet  is  involved,  it  is  customary  for  the  company  to 
re(|uire  the  prospective  customer  or  group  of  customers,  if  that  be 
the  case,  to  deposit  with  the  company  at  the  beginning  of  each  year  a 
sum  of  money  eciual  to  ten  cents  pvr  running  foot  for  each  foot  of  the 
extension,  this  Iwing  a  guaranteed  minimum  revenue  and  payable 
luitil  such  time  as  additional  customers  were  connected  to  the  same 
length  of  main,  in  which  case,  the  revenue  received  from  thes(>  other 
customers  would  be  credited  toward  the  guarantee  made  by  the 
customer  who  contracted  for  the  original  extension.  In  time,  if 
sufficient  new  customers  were  added  lo  the  extension   referred  to, 
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the  guarantee  would  be  wiped  out  and  customers  would  be  required 
to  pay  no  more  than  the  ordinary  minimum  charge  for  water.  The 
above  rule  appears  to  be  equitable  for  ordinary  extensions.  It  is  not 
quite  sufficient  to  provide  a  proper  revenue  upon  the  entire  cost  of 
the  extension  but  it  appears  to  have  been  sufficiently  reasonable  in  the 
minds  of  many  local  authorities  so  that  it  is  foiuid  in  a  great  many 
municipal  ordinances  granting  franchises  to  water  companies. 

"Complaint  has  arisen  with  reference  to  the  application  of  this  rule 
on  the  part  of  some  prospective  customers  who  believe  that  the 
extensions  ought  always  to  be  made  without  any  guarantee.  Cer- 
tainly, the  main  streets  of  the  iDuilt  up  portions  of  a  municipality  ought 
to  be"  provided  with  mains  of  adequate  size.  The  extensions  of  these 
streets  be>'ond  the  well  built  up  portions  should  also  be  served  by  the 
franchise  hokling  company  as  soon  as  the\'  can  be i^racticalily  pro\idcd 
for.  Extensions  into  territory  beyond  that  which  is  fairly  well  built 
up  can  only  be  made  under  ordinary  conditions  when  they  are  at  least 
self  supporting.  Otherwise  the  burden  of  carrying  unprofitable 
investments  would  have  to  be  in  the  long  run  transferred  to  the 
customers  living  in  the  built  up  portions  of  the  community.  It 
therefore  follows  that  it  is  not  unreasonable-  on  the  part  of  a  water 
company  to  require  as  a  prerequisite  to  the  making  of  an  extension 
an  assurance  of  a  reasonable  revenue  therefrom. 

"A  niunber  of  complaints  have  arisen  because  of  the  failure  to  credit 
to  the  account  of  a  given  customei',  revenue  received  from  customers 
supplied  from  sections  of  main  which  have  been  further  extensions 
of  mains,  a  revenue  on  which  had  lieen  assured  by  the  other  customer. 
A  complaint  was  made  to  the  Board  where  a  customer  assured  a 
revenue  of  $20  per  annum  for  an  extension  of  200  feet.  No  other 
customer  was  connected  directly  to  this  200  feet,  but  a  further 
extension  was  made  for  another  distance  of  100  feet  in  connection 
with  which  the  customer  agreed  to  pay  the  ordinary  minimum  of 
$10  which  was  also  equivalent  to  ten  cents  per  running  foot.  In  this 
case  the  first  customer  who  was  paying  the  |20  minimum  received  no 
credit  in  connection  with  the  further  extension.  It  would  seem, 
offhand,  that  the  entire  guarantee  of  $30  ought  to  l)e  divided  equally 
between  the  two  customers,  but  in  considering  this  matter  the  com- 
pany submitted  to  the  Board  data  concerning  a  number  of  such 
additions  which  were  very  complicated,  one  extension  being  made 
after  another  with  varying  distances,  some  longer  and  some  shorter 
than  the  original  extension.  To  average  the  guarantee  where  the 
further  extension  is  greater  than  the  first  extension  made  would 
result  in  increasing  the  guarantee  of  the  customer  who  first  had  the 
pipe  extended  and  it  seemed  best  not  to  interfere  with  the  present 
plan  under  which  the  company  makes  its  extensions.  Under  all  the 
circumstances,  the  Board  will  not  make  any  general  rules  which  will 
conflict  with  those  now  observed  by  the  Hackensack  Water  Company 
in  connection  with  extensions,  but  will  deal  with  each  specific  case 
upon  its  own  merits." 
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REFERENCES 
RATES 

631 — Cost  of  Supplies    Coal. 

Power  Rates  Raised  by  Coal  Cost.  Electrical  Worhl,  June  16,  1917, 
p.  1151.     2  pages. 

The  article  discusses  the  action  of  the  Hockford  Electric  Company.  Roekford, 
Illinois,  in  applying  to  the  Illinois  Public  Utilities  Commission  for  approval  of 
a  coal  clause  applicable  to  the  company's  power  rates.  The  coal  clause  filed  with 
the  Commission  provides  that  the  regular  power  rates  now  in  effect  shall  be 
charged  during  the  months  when  the  average  cost  of  coal  f.  o.  Ii.  cars  at  the  com- 
pany's power  plant,  in  Roekford,  is  not  more  than  $2.25  per  ton  and  not  less  than 
,f  1.75  i)er  ton.  For  each  5  cents  decrease  in  the  average  monthly  cost  of  coal  below 
$1.75  per  ton  the  company  will  deduct  each  month  from  all  net  bills  for  power 
one-tenth  of  a  mill  per  kilowatt  hour;  for  each  5  cents  increase  above  $2.25  per  ton 
there  will  be  added  one-tenth  of  a  mill  per  kilowatt  hour. 

Tables  given  in  the  article  show  the  increase  in  the  cost  of  coal  based  upon  the 
company's  figures  for  operation  during  January,  February  and  March  in  191(5  and 
1917.  Although  there  have  been  increases  in  the  cost  of  materials,  labor  and 
supplies  other  than  coal,  the  company  points  out  that  the  proposed  amendment  to 
the  rates  will  return  only  the  increased  cost  of  fuel.  Since  cost  of  coal  represents 
practically  75  per  cent  of  the  cost  of  the  production  of  electric  energy,  if  some 
provision  is  not  made  for  taking  care  of  the  increase,  there  can  be  no  return  to 
the  investors  in  the  company's  securities  and  the  company  will  be  unable  to 
finance  the  extensions  and  improvements  which  are  recjuired  for  service  to  the 
liublic. 

The  revenue  of  the  compan\-  from  lighting  service — conunercial,  residential  and 
mmiicipal — is  approximately  one-third  of  the  total  revenue  and  it  is  proposed  to 
absorb,  so  long  as  possible,  the  increased  operating  costs  on  these  classes  of 
business.  It  is  stated  that  the  proposed  increases  are  made  applicable  to  power 
users  because  of  the  lower  rates  extended  to  them  and  also  because  of  the  fact 
that  these  customers,  if  they  were  operating  individual  plants  (which  many  have 
done  in  the  past),  would  have  to  meet  the  same  extraordinary  increased  expenses 
for  fuel  as  the  company  has  to  meet;  moreover,  they  in  turn  may  meet  a  part  of  the 
increased  power  exTjense  by  a  modification  of  the  selling  prices  for  their  products. 

631— Cost  of  Supplies— Coal. 

Base  Electric  Rate.s  on  the  Co.st  of  Coal.  Electrical  Wnrld.  ,Juiie  9, 
1917.     p.  1128.     f  page. 

The  paper  by  .lohn  A.  Porter,  read  before  the  INIissouri  Public  Utilities  .Association 
and  reported  in  11  Rate  Resk.^rch  126,  is  quoted  in  part.  A  table  is  given  showing 
the  per  cent  of  fuel  costs  to  manufacturing  costs  and  gross  earnings,  1915,  for  ten 
utilities  in  cities  of  3,000  to  15,000  population,  and  from  these  data  a  calculation  is 
made  to  show  the  percentage  increase  in  manufacturing  costs  and  the  relation 
to  gross  earnings  .as  the  price  of  coal  advances,  it  being  assumed  that  all  other 
expenses  and  revenues  remain  stationary. 

GENERAL 

253 — Commission  Reports  of  Decisions. 

Philippine  Islands  Hoard  of  Pihlic  Ctiliiy  Commissioners,  Report, 

Vol.  I,  February  4,  1914,  to  Decern bor  31,  1915.     474  pages. 

The  Hoard  of  Public  Utility  Commissioners  of  the  Philippine  Islands  has  i.ssued 
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its  first  report  of  decisions.  The  volume  contains  all  of  the  more  important 
decisions  rendered  by  the  Board  from  its  organization  in  1914  until  December  31, 
1915. 

782.5— Lamp  Efficiency. 

Reduction  in  Cost  of  Electric  Lighting  Gr.\phic.\lly  Shown. 
Electrical  Review  and  Western  Electrician,  June  16,  1917.  p.  1014. 
I  page. 

A  chart,  prepared  by  the  National  Lamp  Works  of  the  General  Electric  Company, 
is  reproduced,  showing  the  reduction  in  electrical  energy  and  lamp  costs  and  the 
consec|uent  increase  in  amount  of  light  obtainable  for  one  cent,  for  the  period  from 
1884  to  1917.  The  cost  of  energy,  assimiod  average,  plotted  in  cents  per  kilowatt 
hour,  decreases  from  over  20  cents  in  1884  to  6  cents  in  1917. 

For  plotting  the  list  price  of  lamps,  the  Ifi  C.  P.  carbon  is  taken  as  standard  for 
from  1,884  to  1907,  the  .50  watt  Gem  for  1907  and  the  40  watt  iMazda  for  from  1908 
to  the  present  time.  The  curve  showing  the  spherical  candle-hours  obtainable 
for  one  cent  liased  upon  the  two  curves  shows  an  increase  from  less  than  ten  in 
1884  to  approximately  115  in  1917. 

920— Economy  and  Efficiency. 

Correspondence,  The  Gas  Age,  June  15,  1917.     p.  623.     2  pages. 

Mr.  A.  S.  B.  Little,  Chief  Engineer  of  the  Illinois  Public  Utilities  Commission' 
in  a  letter  to  the  Editor  of  The  Gas  Age  discusses  the  prolilems  of  the  gas  industry 
in  meeting  the  abnormally  high  costs  of  production  under  present  conditions. 
He  urges  that  every  attempt  be  made  to  lower  the  cost  of  production  by  the 
abandonment  of  the  candle  power  standard  for  gas  and  the  lowering  of  the  heating 
standard  to  somewhere  around  500  B.  t.  u.  per  cu.  ft.  These  changes  should  be 
demanded  at  the  present  time  in  order  to  avoid  the  necessity  of  increasing  rates 
for  gas  service  and  to  secure  a  benefit  to  the  nation  by  reason  of  the  by-products 
made  available  for  use  in  agriculture  and  in  the  manufacture  of  munitions.  Mr. 
Little  also  makes  a  suggestion  for  more  economical  purcha.se  of  raw  materials 
by  gas  and  electric  industries.     He  says: 

"The  gas  companies  of  this  country,  many  of  which  are  allied  with  the  elec- 
trical interests,  purchase  enormous  quantities  of  raw  or  elaborated  materials 
for  use  in  the  production  of  light,  heat  and  power,  the  principal  of  these  being 
coal,  and  the  next  most  important,  gas  oil. 

"Notwithstanding  this  fact,  a  certain  small  body  of  men  connected  with  the 
coal  industry  has  forced  prices  to  such  a  level  that  gas  companies  can  hardly 
purcha.se,  and  have  great  difficulty  in  securhig  deliveries  of  the  necessary 
supplies. 

"I  have  noticed  that  even  a  hint  in  the  newspapers  that  control  of  food  con- 
ditions would  be  placed  in  the  hands  of  one  man  has  resulted  in  very  remarkable 
and  immediate  reductions  in  the  prices  ciuoted  for  such  supplies.  It  therefore 
occurs  to  me  that  the  placing  in  the  hands  of  one  man  or  of  a  committee  of  the 
purchase  of  materials  recjuired  by  gas,  electric  and  street  railway  utilities  in 
the  United  States  would  result  in  an  astonishing  decline  in  the  prices  asked  for 
coal  and  oil." 

COURT  DECISION  REFERENCES 

225 — General  Powers  of  Commission— Service. 

RoBEN  V.  RYE(i.\TE  LiGHT  .\ND  PowER  Co.     I3(!ci.sion  of  the  Supreme 

Court  of  Vermont.     May  4,  1917. 

The  plaintifT  brought  acl  ion  to  recover  damages  for  alleged  failure  of  the  defendant 
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power  compiiny  to  supply  him  with  electric  power  in  violation  of  a  contract 
between  the  parties.  The  defendant  asked  the  court  to  finii  that  if  the  plaintiff 
felt  himseU  aggrieved  his  only  remedy  was  through  an  application  to  the  Public 
Service  Commission.     The  court  denied  the  request  and  said: 

"The  jurisdiction  conferred  upon  the  Public  Service  Commission  over  public 
service  corporations  does  not  deprive  the  courts  of  jurisdiction  of  actions 
of  contract  against  such  corporations,    to  say  nothing  of  actions  in  general." 

100— Public  Service. 

Van  Dyke  v.  Ge.\ry,  et  al.,  Corporation  Commission  of  Arizona,  et  al. 
Decision  of  the  United  States  Supreme  Court,  May  7,  1917.  87 
Supreme  Comt  483. 

In  this  case  it  was  contended  that  the  Commission  was  without  authority  to 
regulate  the  rates  charged  by  the  plaintiff  for  water  service,  on  the  grounds  that 
the  water  .system  was  not  a  public  utility.  The  facts  as  passed  upon  by  the  court 
are  as  follows: 

"  'Property  becomes  clothed  with  a  pirblic  interest  when  used  in  a  manner  to 
make  it  of  public  consequence  and  affect  tlie  community  at  large'  (Munn 
V.  Illinois.  94  U.  S.  113,  126,  24  L.  ed.  77,  84).  The  property  here  in  cjuestion 
was  devoted  by  its  owners  to  supplying  a  large  community  with  a  prime  neces- 
sity of  life.  That  Mrs.  Van  Dyke  pumps  the  water  on  her  own  land,  stores 
it  in  tanks  on  her  own  land,  and  thence  conducts  it  through  pipes  all  upon  her 
own  land  (the  strips  reserved  in  the  streets  for  conduits  being  owned  by  her), 
and  delivers  it  to  purchasers  at  the  boundary  line  between  her  and  their  prop- 
erties; and  that  lot  purchasers  bought  with  the  understanding  that  they  might 
purchase  water  from  Mrs.  Van  Dyke's  water  system  at  rates  fixed  by  her — are 
all  facts  of  no  significance;  for  the  character  and  extent  of  the  use  make  it 
public;  and  since  the  service  is  a  public  one,  the  rates  are  subject  to  regulation. 

"Counsel  contend  that  the  use  is  not  public,  because  water  is  furnished  only 
to  particular  individuals,  in  fulfillment  of  private  contracts  made  with  the 
purchasers  of  townsite  lots.  But  there  is  nothing  in  the  record  to  indicate 
that  such  is  the  fact.  Purchasers  seem  to  have  bought  merely  with  the  oral 
imderstanding  that  water  could  be  secured  from  the  \an  Dyke  system.  Affi- 
davits filed  by  apjiellants  state  expressly  that  their  water  system  is  operatecl 
'for  the  ))urpose  of  sup])lying  the  residents  and  inhabitants  of  said  Miami 
towir  site  with  water,  and  not  for  the  purpose  of  supplying  persons  outside  of 
said  town  site,  or  the  public  generally,  with  water.'  The  offer  thus  is  to 
supply  all  the  'inhabitants'  within  the  given  area;  and  that,  of  course,  includes 
subvendecs,  tenants,  and  others  with  whom  the  Van  Dykes  had  no  contract 
relations.  The  fact  that  the  service  is  limited  to  a  part  of  the  town  of  Miami 
does  not  prevent  the  w-ater  system  from  being  a  public  utilitv.  See  Del  Mar 
Water,  Light  &  P.  Co.  v.  Eshleman,  167  Cai:  666,  681,  683.  L.  R.  A.  — ,  — , 
140  Pae.  591,  948." 

Regarding  the  right  of  the  Commission  to  regulate  a  water  system  owned  by  an 
individiKil  the  Court  says: 

"The  character  of  the  service,  that  is.  whether  it  is  public  or  private,  and 
not  the  character  of  the  ownership,  determines  ordinarily  the  scope  of  the 
power  of  regulation.  The  need  of  such  regulation  and  the  manner  of  exercising 
it  are  the  same  whether  a  public  utility  is  incorporated  or  not;  and  the  purpose 
of  a  pvdilic  service  commission  could  easily  be  frustrated  if  concerns  owned 
by  individuals  were  excluded  from  its  operation.  The  district  court  accordingly 
fleclined  to  give  a  technical  meaning  (o  the  term  'public  service  corporation', 
and  interpreted  it  in  the  broad  pii|)ular  sense  as  embracing  all  public  utilities. 
That  construction  is  in  line  with  numerous  decisions  holding  that  statutes 
iinposing  certain  liabilities  on  'railroad  cor[)orations'  embrace  all  railroads, 
whether  individually  or  corporately  owned."     (Citing  ca.ses.) 
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RATES 
BROCKTON,  MASSACHUSETTS 

631 — Cost  of  Supplies — Coal. 

Edison    Electric    Illuminating    Company    of    Brockton,    Massa- 
chusetts (Pop.  56,878).     Coal  Clause  Added  to  Power  Contracts. 

The  following  is  the  coal  clause  applicable  to  all  new  power  contracts 
of  the  Edison  Electric  Ilhuninating  Company  of  Brockton: 

COAL  CLAUSE. 

"Whenever  during  the  continuance  of  this  agreement  the  cost  to  the  Power 
Company  of  Pocahontas,  New  River  or  other  coal  of  equivalent  grade  of 
approximately  14,800  B.  t.  u.  per  pound  drj-.  is  more  than  $5.00  per  ton  of  2.240 
pounds  (this  cost  to  include  delivery  in  the  Power  Company's  storage  and  to 
be  the  average  price  for  all  coal  carried  in  said  storage,  together  with  coal 
received  from  time  to  time)  for  anv  period  exceeding  three  consecutive  months, 
then  for  each  five  cents  increase  in  cost  over  and  above  $5.00  per  gross  ton, 
the  Purchaser  will  pay  an  additional  amoimt  of  $0.00006  for  each  kilowatt 
hour  of  electric  energy  used  during  said  three  months  and  during  the  period 
that  said  cost  of  coal  exceeds  $5.00  per  gross  ton. 

"Whenever  during  the  continuance  of  this  agreement  the  cost  to  the  Power 
Company  of  Pocahontas,  New  River  or  other  coal  of  equivalent  grade  of 
approximately  14,800  B.  t.  u.  per  pound  dry  is  less  than  $4.25  per  ton  of  2,240 
pounds  (this  price  to  include  delivery  in  the  Power  Company's  storage  and 
to  be  the  average  price  for  all  coal  carried  in  said  storage,  together  with  coal 
received  from  time  to  time)  for  any  period  exceeding  three  consecutive  months, 
then  for  each  five  cents  decrease  in  cost  below  $4.25  per  ton,  the  Power  Com- 
pany will  reduce  its  price  $0.00006  for  each  kilowatt  hour  of  electric  energy 
used  during  the  said  three  months  and  during  the  period  that  said  cost  of  coal 
is  less  than  $4. 25  per  gross  ton. 

"If  the  quality  of  the  coal  purchased  by  the  Power  Company  differs  from  that 
above  specified,  the  average  cost  of  coal  determined  as  aforesaid  shall  be 
corrected  to  an  ecjuivalent  of  14,800  B.  t.  u.  per  pound  dry." 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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PITTSFIELD,  MASSACHUSETTS 

631 — Cost  of  Supplies — Coal. 

The  Pittsfield  Electrr-  Company,  Pittsfield,  Massachusetts  (Pop. 
32,121),  Rates  for  Electric  Power  Service,  July  1, 1917. 

The  Pittsfield  Electric  Company  has  provided  in  its  power  schedule 
for'  variation  of  the  rate  with  fluctuations  in  tlae  price  of  coal.  The 
followinii:  is  the  power  rate  effective  .luly  1,  1917. 


POWER  SERVICE. 
Rate. 

6  cents  per  kilowatt  hour  for  the  first  100  kilowatt  hours  used  per  month. 
4  cents  per  kilowatt  hour  for  the  next  100  kilowatt  hours  used  per  month. 
.3  cents  per  kilowatt  hour  for  the  next  1,800  kilowatt  hours  used  per  month. 
2  cents  per  kilowatt  hour  for  the  next  23.000  kilowatt  hours  used  per  month. 
1.7  cent  per  kilowatt  hour  for  all  excess  use. 

Coal  Clause. 

This  schedule  is  subject  to  change  at  the  rate  of  Ij  mills  per  $1.00  increase 
or  decrease  in  cost  of  coal  delivered  on  cars  in  Pittsfield  above  and  below 
$7.50  per  ton. 

Minimum  Charge. 

Alininnun  charge  for  maintenance  of  connection.  75  cents  per  month  plus  25 
cents  per  comiected  horse-power  or  fraction  of  a  horse-])ower. 

YONKERS,  NEW  YORK 

720— Rate  Schedules. 

The  Yoxkers  Electric  Light  .\nd  Power  Comp.\ny,  Yonkers,  New 
Yorlv,  (Pop.  79,803).     New  Schedule  for  Primary  Lighting  and  Power. 

The  Yonkers  Electric  Light  and  Power  Company  has  put  in  effect  a 
new  rate  schedule  for  large  hght  and  power  wliich  contains  an  adjust- 
ment of  the  energy  charge  to  meet  fluctuations  in  the  price  of  coal. 
The  rate  is  as  follows: 


PRIMARY  LIGHTING  AND  POWER. 

.\vailable  for  continuous  service  alternatuig  current.  GOcycle,  single  and  two  |iluisc, 
2200  volt.     Minimum   demand,    200  kilowatts. 

Rate. 

Demand  Charge. 

$20  per  year  per  kilowatt  of  demand  between  4  P.  M.  and  9  P.  M.,  in  No- 
vember,   December,   .January   and    February. 

$10  per  year  per  kilowatt  of  demand  outside  above  hours,  in  excess  of  the 
demand  within  said  hours,  ]ilus  an 

Energy  Charge  of 

1   '_'.")  cent   per  kilowatt   hour  of  cui'rent  consumed. 

Determination  of  Demand 

Mojithlv  by  deniantl  indicator  or  test,  the 
highest  reading  within  12  months  to  prevail. 


average   15  minute  peiiod.     The 
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Prompt  Payment  Discount. 

Xono. 

Minimum  Charge. 

Oiic-twflfth  the  aniuial  demand  charge,  minimum  200  kilowatts 

Lamp  Service. 

None. 

Terms  and  Conditions. 

When  customer  reqiiii'e.s  D.  C.  and  obtains  it  l)y  installing  converting  ap- 
paratus, the  current  will  be  measured  on  D.  C.  side. 

Term  of  Contract. 

Ten  years,  terminable  thereafter  on  30  days'  written  notice. 

Coal  Clause. 

Adjustment  of  I'rimary  Light  ing  and  Power  Rate  to  change  in  the  price  of  coal — 
Add  0.05  cent  per  kilowatt  hour  to  the  Energy  Charge  for  each  30  cents  of 
increase  in  price  of  coal  above  $3.00  per  long  ton;  Deduct  0.05  cent  per  kilowatt 
hour  from  the  Energy  Charge  for  each  .30  cents  of  decrease  in  price  of  coal 
below  S3.00  per  long  ton. 


COMMISSION  DECISIONS 
OREGON 

720— Rate  Schedules. 

PoRTL.\ND  R.MLWAY,  LiGHT  .\ND  PowER  CoMP.\N'Y,  Investigation  of 
Rates  for  Electric  Service.  Decision  of  the  Oregon  Public  Service 
Commission,  Fixing  Rates  for  Commercial  Lighting,  June  9, 1917. 

In  the  Commission's  investigation  of  the  rates  for  electric  service  of 
the  Portland  Railway,  Light  and  Power  Company,  findings  of  value 
of  the  properties  were  made  and  reported  in  9  Rate  Research  202, 
215  and  11  Rate  Research  83,  and  in  a  later  decision  rates  were  pre- 
scribed for  residence  lighting  and  commercial  power,  11  Rate  Research 
131.  Jurisdiction  was  retained  in  the  matter  of  commercial  lighting 
rates  and  the  present  decision  deals  with  rates  for  that  class  of  service. 
A  reduction  is  made  in  these  rates  which  is  designed  to  enable  this 
company  to  meet  the  rates  of  its  competitor,  the  Northwestern  Electric 
Company. 

340— Rate  of  Return. 

Referring  to  its  fintlings  in  the  earher  decisions,  the  Commission  says: 

"It  was  found  that  the  average  return  actually  earned  on  the  reason- 
able value  of  the  entire  property,  used  in  utility  operation,  was  5.27 
percent  for  the  fom'  and  one-half  years  ending  December  31,  1916, 
and  4.16  percent  for  the  one  and  one-half  years  ending  on  that  date. 
Analysis  of  the  light  and  power  income  for  the  one  and  one-half 
years  last  mentioned  indicates  that  the  average  return  was  4.8 
per  cent  on  the  vtdue  of  the  property  usetl  in  this  branch  of  sevvice. 
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"The  returns  thus  obtained  are  not  excessive,  but  on  the  other  hand 
are  below  the  usual  rate  of  interest  prevailinp;  throughout  this 
district  and  less  than  investors  might  reasonably  be  entitled  to 
expect  from  this  class  of  property.  In  view  of  these  facts  it  has  been 
found  that  the  rate  of  return  cannot  be  made  the  primary  element 
in  the  determination  of  reasonable  rates  for  this  utility. 

"The  Commission  in  the  former  rate  order  took  into  account  the 
existence,  in  the  field  covered  by  the  respondent's  light  and  jiower 
operations,  of  a  competing  electric  utility  which,  by  service  at  lower 
rates  in  only  a  restricted  territory  of  greatest  business  activity  and 
density  of  population,  has  been  able  to  attract  a  large  percentage 
of  the  most  profitable  business  from  the  respondent's  system.  The 
competitor  has  not  been  required  to  serve  any  except  this  most 
advantageous  business  and  has  left  the  respondent  with  the  con- 
tinuing responsibility  to  serve,  without  increased  compensation,  the 
outlying  territory  iuAohing  much  greater  expense  per  unit  of  service 
deli\'ered. 

"The  sharp  decrease  in  the  electric  revenues  during  the  past  few 
years  and  the  probability,  imder  the  inequality  of  rates  which  has 
existed,  of  continuing  reductions  with  consequent  damage  to  the 
investors,  has  resulted  primarily  from  this  competition. 

"In  view  of  these  existing  conditions,  and  other  features  surrounding 
the  business  of  the  respondent,  including  the  practical  and  successful 
reduction  of  the  value  of  service  to  the  consumer  by  the  competitor's 
lower  rate,  the  Commission  found  that  the  charges  under  investi- 
gation although  not  producing  an  excessive  or  even  fair  return  on 
the  investment,  were  in  some  respects  unreasonable,  and  not  such 
as  to  ultimately  produce  the  greatest  use  of  the  service  by  the  con- 
sumers, or  yield  the  greatest  return  to  the  investors  in  the  property. 
Under  these  findings  rates  for  residence  lighting  and  commercial 
power  were  ordered. 

"The  Commission  now  further  finds  that  these  conditions  ajiply 
with  equal  force  to  the  present  commercial  lighting  rates  and  that 
insofar  as  the  present  schedule  differs  from  that  hereinafter  set 
forth,  such  rates  are  unreasonable.  The  following  commercial 
lighting  rates  will  reduce  to  a  minimum  the  effect  of  the  elements 
hereinbefore  discussed,  and  under  the  particular  conditions  surround- 
ing the  business,  are  just,  reasonable  and  not  unjustly  discriminatory, 
either  in  themselves  or  in  comparison  with  other  rates  established 
for  this  utility." 

720— Rate  Schedules. 

Regarding  the  schedule  fixed  by  the  Commission,  it  is  said: 

"It  nuist  be  borne  in  mind  that  the  following  schedule  is  designed  to 
meet  purely  local  conditions.  A  peculiarity  of  expression  has  been 
introduced  in  the  allowance  of  a  discount  of  one  cent  per  kilowatt 
hour  for  a  certain  block  of  energy  under  the  secondary  i-ate.  We 
believe  the  rate  is  correct  in  principle  and  the  inclusion  of  this 
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provision  overcomes,  without  affecting  the  equitable  apphcation 
of  charges,  inequahties  which  arise  from  existing  competitive  con- 
ditions." 

The  following  are  the  rates'  made  effective  on  or  liefore  July  1,  1917. 

COMMERCIAL  LIGHTING  AND  HEATING  RATE. 

Available  for  lighting  and  heating  purposes  in  stores,  offices,  warehouses,  shops, 
hotels  and  all  other  commercial  and  industrial  premises,  including  apartment 
houses  supplied  under  single  contract. 

Rate. 

Primary  Rate. 

Applicable  for  the  first  100  hours'  use  per  month  of  the  consumer's  demand. 
$1.00  per  kilowatt  hour  for  the  first  1.3  kilowatt  hours  used  per  month. 
7  cents  per  kilowatt  hour  for  the  next  67  kilowatt  hours,  used  per  month. 
6  cents  per  kilowatt  hour  for  the  next  100  kilowatt  hours  used  per  month. 
5  cents  per  kilowatt  hour  for  the  next  720  kilowatt  liours  used  per  "month. 
4  cents  per  kilowatt  hour  for  all  excess  use. 

Secondary  Rate. 

Applicable  for  all  consumption  in  excess  of  that  of  the  primary  rate. 

3    cents  per  kilowatt  hour  for  the  first     600  kilowatt  hours  consumed  per 

month. 
2    cents  per  kilowatt  hour  for  the  next  1,000  kilowatt  hours  consumed  per 

tnonth. 
Ij  cents  per  kilowatt  hour  for  the  next  2,000  kilowatt  hours  consumed  per 

month. 
1    cent    per  kilowatt  hour  for  all  excess  use. 

A  discount  of  1  cent  per  kilowatt  hour  will  be  given  on  that  portion  of  the 
consumption  billed  at  3  cents  per  kilowatt  hour  which  is  in  excess  of  a  total 
monthly  consumption  of  600  kilowatt  hours. 

Prompt  Payment  Discount. 

Discount  of  5  per  cent  will  be  given  for  pavment  within  ten  davs  from  the  date 
of  bill. 

Minimum  Charge. 

SI. 00  per  month  per  kilowatt  of  all  lighting  equipment  and  of  all  heating, 
cooking  and  power  equipment  in  excess  of  two  kilowatts  of  rated  capacity. 
No  heating,  cooking  or  power  appliances  will  be  considered  in  the  determination 
of  demand  in  the  lighting  rate,  except  insofar  as  it  affects  the  minimum  charge. 


WISCONSIN 
310— Valuation. 

R.\ciNE  W.\TER  CoMP.WY,  Investigation  to  Determine  'N'alue  of  Property 
in  Condemnation  Proceeding  for  Purchase  by  the  City.  Decision  of  the 
Wisconsin  Railroad  Commission,  Fixing  the  Value.     April  11,  1917. 

Proceedings  having  been  instituted  by  the  City  of  Racine  for  the 
purchase  of  the  property  of  the  Racine  Water  Company,  application 
was  made  to  the  ('onnuission  for  a  determination  of  the  compensation 
to  bo  paid.  An  action  was  brought  to  determine  the  validity  of  the 
])roceedings  and  these  were  upheld  by  the  coiu't  in  ,Janes  v.  Racine, 
155  Wis.   1,   143   N.   W.   707.     Interested  bondholders  also  brought 
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proceedings  in  tlic  United  States  court,  where  the  appUcation  for  an 
injunction  was  dismissed. 

313— Prices. 

In  determining  the  reproduction  cost  of  the  property  to  be  transferred 
to  the  City,  the  Commission  discusses  unit  prices  as  follows: 

"It  is  interesting  to  note  that  January  1,  1917,  represents  a  condition 
entirely  abnormal,  and  a  condition  which  has  not  yet  prevailed  long 
enough  to  affect  the  ten-year  average,  to  si^eak  of,  although  it  has 
had  some  effect  on  the  five-year  average.  It  will  be  noted  that  the 
ten-year  average,  while  it  has  been  somewhat  lower  since  January 
1910,  its  highest  point,  is  now  beginning  to  show  an  upward  tendency 
which  will  become  more  pronounced  with  time. 
"While  average  prices  are  of  the  utmost  importance  as  an  aid  to 
arriving  at  a  just  and  fair  unit  cost,  especially  in  the  case  of  materials 
liable  to  violent  fluctuations,  it  cannot  be  said  that  there  is  any 
particular  number  of  years  for  wJiich  the  average  should  be  used 
which  can  be  definitely  pointed  out  as  always  giving  normal  and 
fair  results.  Any  given  period  might  be  selected  only  as  it  would 
throw  light  on  prices  normally  to  be  expected. 
"The  value  of  a  public  utility  cannot  violently  fluctuate  from  year 
to  year,  or  month  to  month,  and  certainly  not  from  week  to  week, 
as  would  be  the  case  were  the  value  of  a  waterworks  plant  to  keep 
pace  with  cui'rent  prices  of  cast-iron  pipe,  by  far  the  largest  single 
element  entering  into  reproduction  cost.  No  better  illustration  of 
this  fact  could  t)e  selectetl  than  the  present  case.  During  a  period 
of  very  low  prices  for  cast-iron  pipe,  the  expert  for  the  city  claimed 
that  we  should  select  the  market  price  of  January  1,  1914,  the  day 
selected  for  convenience  for  the  making  of  the  tentative  valuation 
by  the  staff.  Aside  from  the  point  that  it  is  the  value  of  the  plant 
as  at  the  present  time  that  is  to  govern,  we  call  attention  to  the 
results  that  would  follow  were  current  prices  always  to  govern. 
Early  in  the  year  1914,  the  price  of  cast-iron  pipe  reached  practically 
its  lowest  level  since  1901.  As  the  prices  shown  on  the  chart  are 
deri^■ed  from  the  Iron  Age  quotations,  which  proliably  are  slightly 
above  the  actual  price  at  which  cast-iron  pipe  could  be  pvu'chased  in 
large  cjuantities,  a  price  of  $23  per  ton  would  be  justified,  and  in 
fact  purchases  were  made  in  Wisconsin  at  that  price  at  that  time. 
On  January  1,  1917,  the  price  was  between  $40  and  $45,  and,  as 
this  is  being  written,  the  prices  are  again  being  raised,  but  it  is 
absurd  to  suppose  that  the  value  of  the  respondent's  plant  has 
fluctuated  with  the  price  of  cast-iron  ]iipe.  It  is  fundamental  that, 
while  the  prices  of  ordinary  conmiodities  in  the  market,  which  are 
fixed  by  mutual  agreement  by  willing  buyers  and  willing  sellers 
resulting  in  a  market  ]3rice  from  day  to  day,  fluctuate,  the  value  of  a 
utility  can  have  no  such  change  in  market  price.  Furthermore,  the 
owners  of  commodities  may  or  may  not  sell,  as  they  see  fit.  Under 
the  Pubhc  Utilities  Law  of  Wisconsin,  no  such  condition  prevails. 
While  public  utilities  may  be  sold  and  purchased,  the  sale  and  pur- 
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chase  of  public  utilities  is  but  occasional.  The  analogy  is  utterly 
false  in  another  particular, — the  mains  in  a  water  plant  are  under- 
ground and  can  only  be  sold  as  part  of  a  permanent  structure.  They 
have  become  fixed  capital  which  cannot  be  drawn  from  the  plant  at 
will  and  sold.  The  Commission's  valuation  may  take  place  tluring 
a  period  of  depressed  and  low  prices,  or,  on  the  other  hand,  it  may 
take  place  at  a  time  like  the  present,  when  unit  prices  bear  no 
relation  to  those  existing  under  normal  conditions." 
The  Commission  concludes  that  a  ten-year  average  price  for  cast-iron 
comes  nearer  representing  normal  prices  than  does  the  five-year  average. 

314— Overhead  Charges. 

In  the  following  discussion  of  overhead  costs,  it  is  noted  that  the  Com- 
mission formerly  allowed  10  per  cent,  but  that  further  study  of  such 
costs  has  letl  to  an  increase  to  15  per  cent  in  the  appraisal  of  water 
works  property. 

"The  allowance  of  1.5  per  cent  for  all  overhead  costs  as  allowed  by  our 
engineering  staff  is  exclusive  of  discount  on  bonds  and  going  value, 
or  cost  of  de\eloping  liusiness,  and  it  must  not  be  forgotten  that  in 
arriving  at  our  reproduction  cost  new  we. have  used  unit  costs  on  the 
assumption  that  the  major  part  of  the  work  would  be  done  l)y 
contractors,  and  have  included  the  contractors'  profit  in  such  unit 
prices.  The  Commission  and  its  staff  ha\e  made  earnest  efforts 
for  many  years  past  to  arrive  at  what  would  l^e  considered  a  fair  and 
liberal  allowance  for  overhead  in  the  construction  of  a  waterworks 
plant.  The  results  of  those  studies  have  been  published  from  time 
to  time  in  the  decisions  of  actual  cases  pending  before  the  Commission. 
The  Commission  felt  that  it  was  perhaps  underestimating  the 
amount  of  these  overhead  expenses  when  it  originally  allowed  but 
10  per  cent,  which  was  afterwards  changed  to  12  per  cent,  and  after 
a  further  study  15  per  cent  was  adopted  for  waterworks  plants  of 
this  nature.  The  question  was  treated  with  the  utmost  thoroughness 
by  the  witnesses  for  the  company.  All  of  the  evidence  given  has 
been  very  carefully  considered,  and  we  have  tried  herein  to  briefly 
explain  the  considerations  which  have  led  us  to  the  conclusion  that 
15  per  cent  is  a  fair  allowance  for  overhead  in  our  estimation. 

"Nor  must  it  be  overlooked  that  the  Commission  is  allowing  15  per 
cent  on  the  entire  productive  cost,  inchuling  many  items  for  which 
there  would  be  no  necessity  for  elaborate  engineeruig  supervision." 

315.1— Going  Value. 

Referring  to  the  discussion  of  going  value  in  previous  decisions,  the 

Commission  says: 

"The  accumulated  deficit  method  undoubtedly  throws  some  light 
on  the  subject.  However,  if  it  be  not  used  with  caution  and  with 
attention  to  other  facts,  it  might  lead  to  entirely  erroneous  con- 
clusions bringing  aljout  a  much  greater  going  value  for  an  unsuccessful 
plant  than  for  one  well  cstaljlishcd  and  in  successful  operation. 
On  the  other  hand,  the  comparative  plant  method  must  of  neces- 
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sity  be  Ijaspd  upon  certain  fundamental  assumptions  to  many  of 
which  this  Commission  has  ah'eady  called  attention  in  its  various 
discussions  of  the  subject.  The  validity  of  the  results  obtained 
by  this  method  must  therefore  depend  upon  the  judgment  with 
which  the  assumptions  are  made.  If  they  are  in  line  with  normal 
experience,  the  results  will  undoubtedly  be  of  considerable  value  in 
this  connection;  but  the  difficulty  in  this  respect  is  that  in  order  to 
get  that  experience  we  ha\e  to  resort  to  conditions  as  they  existed 
many  years  ago. 

"Nor  can  we  arrive  at  satisfactory  results  by  using  a  definite  jier- 
centage  of  cost  of  reproduction.  An  examination  of  the  decisions  of 
this  Commission  will  show  that  the  Commission  has  never  adopted 
a  percentage  basis.  Too  much  depends  ujion  the  surrounding 
circumstances  in  each  individual  case,  which  certainly  must  be  con- 
sidered in  arriving  at  any  fair  going  value.  If  the  utility,  however, 
is  well  established  and  successful,  imciuestionably  a  calculation 
through  the  comparative  plant  method  in  a  purchase  case  should 
be  given  careful  consideration." 

The  Commission  concluded  that,  with  proper  assumptions,  the  going 
value  calculated  on  a  comparative  plant  basis  would  not  exceed  $80,000 
or  $85,000  in  this  case.  The  total  amount  foimd  to  be  a  reasonable 
purchase  value  of  the  property  was  fixed  at  $1,015,000. 

360 — Depreciation. 

Regarding  the  method  of  determining  the  depreciated  ^■alue  of  the 
property,  the  Commission  says: 

"Depreciation  represents  loss  in  use  value  either  present  or  future, 
and  in  valuing  a  public  utility  the  Commission  must  consider  all  of 
the  elements  affecting  that  \alue,  not  only  the  physical  condition  of 
various  units  of  the  plant  as  they  may  depend  upon  age,  decay, 
adequate  maintenance,  etc.,  but  also  their  utility  value  as  measured 
by  adeciuacy  or  inadequacy  and  obsolescence.  Depreciation  is  to  be 
finally  arrived  at,  not  alone  by  the  use  of  mortahty  tables,  but  by 
careful  inspection  of  the  units  themselves  and  by  consideration  of 
all  surroiuiding  conditions." 


INDIANA 

224— General  Powers  of  Commissions    Rates. 

Indianapolis  Water  Company,  Investigation  to  Determine  Reasonable- 
ness of  Rates  for  Water  Service.  Decision  of  the  Indiana  Public 
SEttiviCE  Commission,  Fixing  Rates.     March  15,  1917. 

In  this  case  the  company  contended  that  the  Commission  was  without 
power  to  change  the  rates  for  water  service  because  the  rates  in  effect 
arc  those  fixed  by  agreement  with  the  city,  ratified  and  approved  by 
ordinance,  in  accordance  with  the  statute  of  1865  which  provided  for 
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the  ei-Ttal^lishment  of  waterworks  and  for  the  regulation  of   rates  for 
water  service  by  the  common  council  of  incorporated  cities. 
The  Commission  discussed  the  power  to  change  rates  fixed  by  franchise 
as  follows: 

"The  power  to  fix  just  and  reasonable  rates  to  be  charged  by  public 
service  corporations  is  a  governmental  j^ower.  The  power  is  in  no 
sense  judicial  Init  administrative  or  legislative  in  its  nature.  It 
is  an  attribute  of  sovereignty.  It  is  an  inherent  power  of  the  govern- 
ment to  intervene  between  the  corporation  and  the  public  to  pre\ent 
wrong  to  either.  As  it  is  impracticable  for  the  general  assembly 
to  remain  in  continuous  session,  it  has  power  to  confer  upon  agents 
authority  to  do  certain  things  which  are  legislative  in  their  nature. 
The  legislature  may  surrender  this  power.  It  may  by  proper  enact- 
ment forever  exclude  the  state  from  the  further  exercise  of  the  jjower 
to  fix  rates,  Init  in  the  very  erfrly  case  of  Providence  Bank  v.  Billings, 
4  Peters,  513  (561)  the  Supreme  Court  of  the  United  States  said: 

"  'It  would  seem  that  the  relinquishment  of  such  power  is  never  to 
be  assumed  .  .  .  but  as  the  whole  community  is  interested  in 
retaining  it  undiminished,  that  the  commiuiitj'  has  a  right  to  insist 
that  its  abandonment  ought  not  to  be  presumed  in  a  case  in  which 
the  deliberate  purpose  of  the  state  to  abandon  it  does  not  apisear.' 
.  .  .  (The  Commission  also  quotes  from  the  following  cases  in 
point:  Charles  River  Bridge  v.  Warren  Bridge,  11  Peters  420,  547; 
Stone  v.  Trust  Company,  116  U.  S.  347;  County  of  Stanislaus  v. 
San  Joaquin,  etc..  Company,  192  U.  S.  201;  Home  Telephone  and 
Telegraph  Company  v.  Los  Angeles,  211  U.  S.  265,  273;  Milwaukee 
Electric  Railway  and  Light  Companv  a'.  Commission,  238  U.  S. 
172,  180.) 

"These  decisions  by  the  highest  court  in  the  land  show  clearlj'  the 
construction  to  be  given  to  franchises  granted  to  public  ser\ice 
corporations,  and  to  the  statutes  upon  which  they  were  based  from 
the  earliest  history  of  the  Supreme  Court  to  this  time.  Without 
equivocation,  without  the  least  doubt,  the  courts  have  persistently 
and  plainly  held,  that  no  statute,  and  no  ordinance  deprived  the 
state  of  the  jiower  to  regulate  rates  unless  the  power  was  delegated 
to  it  so  plainly  and  manifestly  that  there  could  be  no  reasonable 
doubt  about  it. 

"The  power  of  cities  is  clearly  set  forth  in  Louisville  Natural  Gas 
Company  v.  State,  135  Ind.,  49,  51.     .     .     . 

"This  principle  is  sustained  by  many  other  decisions  of  our  courts. 
Whatever  contract  was  entered  into  Ijy  the  Company  and  the  City 
under  the  act  of  1865,  and  amendments  thereto,  was  subject  to  the 
inherent  power  of  the  State,  whenever  it  chose  so  to  do,  to  regulate 
rates,  tolls  and  charges  of  this  company. 

(Citing  City  of  Benwood  v.  Commission,  83,  S.  E.  295,  298;  and 
Borough  of  North  Wildwood,  et  al,  v.  Board  of  Public  Utility  Com- 
missioners, 95  Atl.  749.) 
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"Other  decisions  along  the  hnes  of  those  herein  referred  to  might 
be  cited.  We  are  unalile  to  find  wliere,  Iw  the  Statute  of  18G5, 
the  state  surrendered  its  power  to  regulate  the  rates,  tolls  and  charges 
of  the  company.  We  are  unable  to  find  where  it  conferred  upon 
the  common  council  of  the  city  any  power  to  enter  into  a  contract 
that  would  deprive  the  State  of  its  right  to  regulate  such  rates,  tolls 
and  charges  in  the  future.  Section  2,  of  that  act,  in  the  proviso, 
says,  that  no  restriction  shall  be  imposed  by  said  common  council 
which  will  prevent  such  company  realizing  upon  its  capital  stock 
an  annual  income  or  dividend  of  10  per  cent,  after  having  paid  the 
costs  of  all  necessary  repairs  and  expenses.  There  is  nowhere  any 
averment  that  the  State  itself,  either  directly  or  through  a  designated 
agency,  might  not  reduce  the  earnings  of  this  company  below  10 
per  cent  of  its  capital  stock.  Section  10,  of  the  act  confers  upon 
the  company  the  power  and  authority  to  charge  and  collect  from 
such  city  and  the  inhabitants  thereof,  and  all  others,  such  rates  for 
the  water  furnished  as  shall  lie  fixed  by  its  by-laws,  rules  and  regu- 
lations, subject  only  to  the  restrictions  imposed  by  such  common 
council  as  aforesaid.  This  means  nothing  more  than  that  the 
company  was  given  power  to  establish  just  and  reasonable  rates. 
The  very  creation  of  this  corporation  endowed  it  with  power  to  fix 
just  and  reasonalile  rates.  But  there  is  nowhere  in  this  act  anything 
that  warrants  the  assumption  that  the  State  has  deprived  itself 
of  the  power  to  determine  what  rates  are  just  and  reasonable.  This 
power  still  remains  in  the  State.  .  .  .  (Stone  v.  Farmers  Loan 
and  Trust  Co.,  116  U.  S.  Page  307,  347.) 

"There  is  nothing  in  the  act  of  1865,  that  says  directly,  or  by  any 
necessary  inference,  that  the  power  of  the  State  to  determine  the 
reasonableness  of  the  rates  of  this  Company  had  been  surrendered 
by  the  State.  After  the  fullest  investigation,  we  conclude  that 
this  Commission  has  the  power  to  fix  just  and  reasonable  rates  for 
this  Company." 


REFERENCES 
RATES 

400— Rate  Theory. 

Elements  Involved  in  Rate  Investig.\tion.  Electrical  World,  June  23, 
1917,  p.  1213,  If  pages. 

The  Committee  of  the  Canadian  Electrical  Association  has  incorporated  in  its 
report  a  chart  which  illustrates  graphically  the  various  factors  involved  in  an 
investigation  of  public  utility  rates  and  shows  in  a  striking  manner  the  possible 
elaboration  of  a  rate  research  study.  The  committee  selects  for  discussion 
several  of  the  more  important  factors  illustrated,  such  as:  Legal  contracts  and 
consequential  damages;  standardization  of  rate  forms;  the  treatment  of  demand; 
demand  measuring  instruments;  temporary  abnormal  loads  and  cost  of  service; 
and  effect  of  rates  upon  relations  with  the  public. 
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630— Cost  of  Supplies. 

Fair  to  Increase  Rates  of  Large  Industrial  Consumers.  Electrical 
World,  June  23,  1917,  p.  1228.     I  page. 

The  article  quotes  from  a.  statement  by  L.  P.  Hammond  of  William  P.  Bonbrisht  & 
Company,  Inc.,  New  York,  vice  president  of  the  Colorado  Power  Company,  in 
which  he  states  that  the  increased  cost  of  central  station  operation  will  rightly 
fall  upon  the  relatively  few  large  industrial  users  instead  of  upon  the  many  small 
users.  While  public  service  is  an  economic  necessity  for  the  small  users,  the 
large  industrial  user  has  always  the  alternative  of  operating  his  ova\  plant.  In 
this  fact  Mr.  Hammond  finds  justification  for  his  statement.     He  says: 

"Now  all  the  factors  bearing  upon  the  increased  operating  cost  of  the  utility 
bear  with  equal  force  upon  the  cost  of  producing  electricity  or  gas  in  isolated 
industrial  plants.  It  goes  without  saying  that  utilities  are  far  ahead  of  the 
average  isolated  plant  in  the  use  of  modern,  economical  erjuipment.  It  follows 
that  the  increased  cost  of  fuel  and  labor  will  be  more  serious  in  small  isolated 
plants  with  more  or  less  obsolete  equipment  than  it  will  with  the  utilities. 
The  result  will  be  to  force  many  power  prospects  who  have,  for  one  reason  or 
another,  hitherto  declined  to  use  central  station  service  over  to  that  service. 
In  this  way,  despite  increased  rates,  the  utilities  can  anticipate  an  increase  of 
revenue. 

"This  is  of  ecjual  importance  in  answering  the  argument  that  industrial  users 
will  put  in  their  own  plants  if  the  central  station  rates  are  increased.  But 
here  there  is  the  added  fact  that  the  present  high  cost  of  machinery  and  diffi- 
culty in  obtaining  reasonable  deliveries  thereupon  will  militate  against  aban- 
doning central  station  service. 

"Finally,  we  are  aware  of  notable  instances  where  large  consumers  have  already 
acriuiesced  in  increased  rates  in  recognition  of  the  situation  and  of  the  im- 
possibility of  obtaining  public  service  to  the  detriment  of  the  small  consumer." 


MUNICIPALITIES 

830— Public  Ownership. 

Historical  Sketch  of  Government  Ownership  of  Railrcads  in 
Foreign  Countries,  by  W.  M.  Acworth.     Pamphlet  63  pages. 

This  report,  presented  by  Mr.  Acworth  before  the  Joint  Committee  of  Congress 
on  Interstate  Commerce,  in  .May  1917,  covers  the  situation  with  regard  to  govern- 
ment owniership  in  the  following  countries:  Prussia,  Switzerland,  Ital.y,  Australia, 
Ru.ssia,  Austria,  India,  Holland,  France,  New  South  Wales,  Great  Britain,  South 
Africa,  and  Belgium. 

831.1 — Municipal  Bond  Issues. 

Leonard  v.  City  of  Metropolis.  Decision  of  the  Supreme  Court 
OP  Illi.vois,  April  19,  1917.     11.5  Northeastern  813. 

The  appellant,  a  tax|(ayer  of  the  city  of  Metropolis,  filed  a  bill  to  enjoin  the  city 
from  issuing  public  utility  securities  and  securing  the  payment  of  same  by  a  mort- 
gage on  its  light  and  water  plant  and  on  the  income  it  receives  from  the  oper.ation 
of  the  plant.  The  city  was  in  debt  beyond  the  constitutional  limitation  and  the 
question  presented  was  whether  the  issuance  of  the  certificates  secured  by  a 
mortgage  on  the  plant  was  an  indebtedness  against  the  city.  The  court  holds 
that  the  propo.sed  action  of  the  municipality  creates  an  indebtedness  of  the  city 
within  the  constitutional  ])rovision  limiting  municipal  indebtedness. 
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840 — Public  Operation. 

Report  of  a  Survey  by  Bureau  of  Municipal  Research,  New  York, 
of  Columbus  Administrative  Departments,   1916.     257  pages. 

A  survey  of  the  city  government  of  Columbus,  Ohio,  was  prepared  by  the  Bureau 
of  Municipal  Researoh  in  November  and  December.  1916.  The  report  on  the 
Divi.sion  of  Light,  Heat  and  Power  (pp.  189-192)  points  out  that  overliead  costs 
can  be  reduced  by  comliining  this  division  with  the  Division  of  Water  Supply. 
The  report  calls  attention  to  the  unsettled  policy  of  this  department  in  plans  for 
remodeling  of  the  system  and  in  developing  new  business.     The  report  says: 

"The  Superintendent  of  the  lighting  plant  is  a  purely  administrative  officer 
in  the  city  government  and  has  no  jjowers  other  than  by  suggestion  to  initiate 
or  determine  upon  broad  policies  in  connection  with  the  electric  lighting  situa- 
tion. The  common  coimeil,  which  is  a  political  body,  is  subject  to  change 
as  to  personnel  and  policy  by  virtue  of  the  fact  that  the  council  members  are 
periodically  elected.  Obviously,  the  council  cannot  establish  a  comprehensive, 
settled  policy  regarding  such  a  highly  specialized  function  as  electric  service. 
It  is  recommended  that  a  board  of  electric  lighting  commissioners  be  estab- 
lished, to  consist  of  five  members,  to  serve  without  pay.  and  that  this  board 
be  directed  to  determine  upon  the  policy  or  policies  of  the  city  with  respect 
to  the  existing  plant  and  distribution  system  and  to  any  future  extensions 
which  it  may  be  deemed  desirable  to  make.  The  members  of  this  board 
should  be  men  of  standing  and  business  training  and  be  appointed  by  the  mayor. 
.■\fter  the  definite  policy  with  respect  to  the  extensions  of  the  .system  has  been 
determined  upon  and  carried  out  to  completion,  the  board  should  be  dis- 
continued. It  is  only  through  the  establishment  of  such  a  board  that  the 
city  of  Cohmrbus  can  ever  hope  to  obtain  a  continuity  of  policy  respecting 
all  matters  electrical  and  to  obvaate  the  repetition  of  a  situation  similar  to 
that  which  now  exists." 

The  present  plan  for  the  department  contemplates  solicitation  of  residence  lighting 
service.  It  is  pointed  out  that  this  load  would  add  to  the  peak  load  of  the  plant 
and  the  advisability  of  develo])ing  this  load  is  ciuestioned. 

No  audit  of  the  plant  accoimts  was  made  in  the  survey  but  the  report  says  that 
the  statistics  of  the  lighting  plant  are  open  to  criticism. 

"A  comparison  of  the  average  costs  and  receipts  per  KWH  shows  that  for  the 
year  1915  current  for  commercial  purposes  was  being  supplied  imder  cost,  the 
average  receijjt  per  KWH  being  1.1)5  cents  as  against  an  average  cost  of  1.81 
cents.     On  the  other  hand,  the  street  lighting  shows  a  revenue  equal  to  1.87 
cents  per  KWH,  as  against  an  average  cost  of  l.Sl  cents  per  KWH.     .\11  these 
figures  are  arrived  at  from  the  above  figures  of  revenues  and  expenses  which 
do  not  include  any  provision  for  sinking  fund  installments  of  over  -520,000 
per  year,  but  do  include  a  reserve  for  depreciation  of  .$31,000  which  may  or 
may  not  be  sufficient." 
No  investigation  was  made  to  deternune  whether  or  not  the  new  .scale  of  charges 
included  in  the  ordinance  of  November  2.5,  1916  would  remedy  these  conditions. 
It  is  noted  that  prior  to  the  passage  of  this  ordinance  special  contracts  had  been 
made  with  certain  consumers  at  rates  at  variance  with  the  ordinance  rates.     It 
is  recommended  that  the  city  exercise  its  right  to  cancel  these  contracts  and 
charge  all  customers  at  standard  rates.     There  is  also  discrimination  in  rates 
to  city  departments  and  it  is  suggested  that  a  standard  rate  be  adopted  for  all 
city  departments,  including  schools  and  public  buildings,  based  on  a  figure  suf- 
ficiently above  the  cost  of  generation  and  distribution  to  allow  for  contingent 
expenditures. 

532    Delayed  Payment  Penalty. 

The  report  recommends  the  abolition  of  prompt  payment  discounts. 

"The  ordinance  at  present  in  force  regulating  tlie  rates  for  the  sale  of  current 
makes  mandatory  a  discount  of  one  cent  per  K\V  hour  if  jiayment  of  a  bill  is 
made  before  the"  10th  of  the  month  following  the  delivery  of  the  bill.     This 
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is  an  altogether  undesirable  procedure  because  it  prevents  the  city  from  know- 
ing what  its  actual  revenues  are  until  such  time  as  the  bills  are  collected. 
The  standard  practice  in  municipalities  is  fast  turning  to  the  abolition  of  dis- 
counts and  to  the  imposition  of  penalties  for  non-pa>^nent  within  a  given  time. 
It  is  suggested  that  lulls  rendered  in  any  given  month  should  be  payable  on 
or  before  the  15tli  of  the  following  month,  and  if  not  paid  before  the  close  of 
business  on  the  loth  a  penalty  should  l)e  added.  This,  ccjmbined  with  the  right 
of  the  city  to  discontinue  the  service  for  non-payment  should  be  sufficient  to 
provide  for  the  prompt  collection  of  accounts  receivable." 

GENERAL 

149 — Holding  Companies. 

The  Publk.'  UxiLrn'  Holding  Company,  by  G.  E.  Cl.\flin.  Stone  and 
Webster  Journal,  June,  1917,  p.  424,  16  pages. 

The  writer  defines  the  public  utility  holding  company  as  distinguished  from 
the  industrial  or  commercial  holding  company,  and  discusses  the  position  of  the 
holding  company  with  relation  to  the  financing,  management,  and  development 
of  public  utility  service. 

The  subsidiaries  of  the  industrial  or  commercial  holding  company  are  inlierently  of 
a  competitive  nature,  and  it  is  evident  that  such  a  holding  company  owning  a  suffi- 
cient number  of  subsidiaries  in  any  industry  might  be  able  to  so  manipulate  the 
operations  of  its  subsidiaries  as  to  control  the  market  in  that  line  and  fix  the  price 
of  that  commodity.  On  the  other  hand,  in  the  public  utility  field,  competitive 
conditions  do  not  govern,  and  under  public  service  regulation  there  can  be  no 
manipulation  of  rates  or  restriction  of  service  by  holding  companies  which  would 
be  adverse  to  public  interest. 

One  of  the  beneficial  results  of  the  operation  of  holding  companies  is  noted  in 
public  utility  financing.  In  many  cases  the  properties  accjuired  are  in  trouble  or 
on  the  verge  of  trouble  caused  by  their  inability  to  properly  finance  their  under- 
taking. The  holding  company  in  reorganizing  and  reconstructing  the  individual 
utilities  and  their  finances  performs  a  valuable  service  to  the  utilities  and  the 
communities  served. 

920 — Economy  and  Efficiency. 

EcoNO.MKAL  Combination  of  Water  Power  and  Steam  Plants 
AND  A  Convenient  Method  of  Solution,  by  H.  St.  Clair  Putnam. 
Proceedings  of  the  A.  I.  E.  E.,  June,  1917,  p.  531.  17  pages. 
The  economic  development  and  combined  operation  of  large  water  power  and 
steam  ])lants  is  discussed  in  this  article.  Formulas  are  dervied  for  determining 
total  annual  costs  of  each  type  of  plant  and  the  most  economical  combination. 
Certain  general  conclusions  are  reached  as  follows:  Practically  all  water  power 
plants  should  be  developed  beyond  minimum  power  available  and  hence  in  com- 
bination with  a  steam  plant.  The  economic  limit  dejjends  largely  on  the  value 
of  money,  fuel,  labor,  the  increasing  efficiency  of  steam  turbines  and  the  location 
of  the  enterprise.  The  development  of  all  possiljle  water  power  should  be  en- 
couraged both  for  the  conservation  of  the  fuel  supply  and  the  economic  advantage 
resulting  from  the  use  of  power  in  industries. 

COURT  DECISION  REFERENCES 

244 — Rehear ings  and  Appeal. 

Schain  et  al.  v.  Great  Norther.n  Ry.  Co.     Decision  of  the  Supreme 

Court  of  Minnesota.     June  8,  1917.     162  Nortliwestern  1079. 

In  an  appeal  to  the  court  from  an  order  of  the  Commission  regulating  the  service 

of  the  railway  company,  the  court  says: 

"The  law  is  well  settled.     The  court  must  let  the  orders  of  the  Commission 
stand  unless  they  are  shown  to  overstep  the  bounds  placed  upon  the  e.xercisc  of 
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its  power.  Its  function  is  administrative,  and  the  court,  in  reviewing  its 
order  on  appeal,  cannot  try  the  matter  anew  and  substitute  its  judgment  in 
place  of  the  commis.sion.  The  court  is  not  to  inquire  whether  the  order  is 
the  best  solution  of  the  problem  presented,  but  whether  it  is  unreasonable 
or  in  violation  of  some  constitutional  or  legal  right  of  the  railroad. 

"The  burden  is  upon  the  railroad,  in  case  of  appeal,  to  show  that  the  order 
is  not  reasonable.  We  merely  refer  to  two  late  cases  where  the  subject  is 
treated.  State  ex  rel.  Railroad  and  Warehouse  Com.  v.  Great  Northern  Ry. 
Co.  123  Minn.  463,  U4  N.  W.  155;  State  v.  Great  Northern  Ry.  Co.,  1.30  Minn. 
57,  1.53  N.  W.  247." 

130— Protection  of  the  Corporation, 

Hare  v.  Ne\y  York  Telephone  Co.  Deci.sioii  of  Rensselaer  County 
Court,  April  16,  1917.     164  New  York  Supplement  732. 

The  action  was  brought  for  recovery  of  damages  from  the  telephone  company  for 
failure  to  furnish  telephone  service  to  the  plaintiff  and  for  removing  its  telephone 
apparatvis  from  the  plaintiff's  residence.  The  telephone  had  been  reniovcd  be- 
cause of  plaintiff's  failure  to  make  payment  for  the  service  in  advance  in  accord- 
ance with  the  terms  of  the  contract  for  telephone  service.     The  court  says: 

"To  exact  payment  in  advance  is  only  a  reasonable  e.xercise  of  the  power  vested 
within  the  province  of  the  companv.  Southwestern  Telegraph  &  Telephone 
Co.  v.  Danaher,  '238  U.  S.  482,  35  Sup.  Ct.  886,  59  L.  Ed.  1419,  L.  R.  A.  1916A. 
1208.     Mr.  Justice  Van  Devanter,  in  delivering  his  opinion  in  this  case,  said: 

"  'It  also  was  strongly  supported  in  reason,  for  not  only  are  telephone  rates 
fixed  and  regulated  in  the  expectation  that  they  will  be  paid,  but  the  company's 
ability  properly  to  serve  the  public  largely  depends  upon  their  prompt  pay- 
ment. They  usually  are  only  a  few  dollars  per  month,  and  the  expense  incident 
to  collecting  them  by  legal  process  would  be  almost  prohibitive.  It  uni- 
formly is  held  that  a  regulation  recjuiring  payment  in  .advance,  or  a  fair  deposit 
to  secure  payment,  is  reasonable,  and  this  is  recognized  in  the  brief  for  the 
plaintiff,  where  it  is  said  that,  to  protect  themselves  against  loss,  telephone 
comjjanies  "can  demand  payment  in  advance.''  '  " 

570 — Term  of  Contract . 

The  written  contract  between  the  parties  was  for  a  term  of  one  year,  which  term 
had  expired.     Upon  this  point,  it  is  said: 

"But,  even  if  we  assume  that  the  written  contract,  which  provided  that  the 
payment  of  the  rate  specified  should  be  made  in  equal  installments,  monthly 
in  advance,  was  in  force  only  for  the  term  of  one  year,  nevertheless  I  am  of  the 
opinion,  if  the  telephone  service  was  continued  longer  than  a  year,  and  if  there 
was  no  cessation  of  service  at  the  end  of  the  year,  that  the  parties  continued 
under  an  implied  contract,  the  terms  of  which  were  based  upon  and  under- 
stood to  be  by  the  parties  the  same  as  those  of  the  written  contract.  It  is  only 
reasonable  to  say  that, 'inasmuch  as  the  relations  of  both  parties  continued  in 
.  all  respects  exactly  as  if  the  first  year  had  not  expired,  the  continuance  of 
service  and  use  of  the  service  were  merelv  an  enlargement  of  the  term.  Adams 
v.  Fitzpatrick,  125  N.  Y.  124.  26  N.  E.  "143;  Baylies  v.  Ingram,  84  App.  Div. 
360,  82  N.  Y.  Supp.  891;  Wallace  v.  Devlin,  36  Hun.  275. 

"Having  decided  this  point,  it  naturally  follows  that  the  telephone  company 
had  the  right  to  discontinue  its  service  from  plaintiff's  residence,  and  also 
remove  its  telephone  apparatus,  provided  the  plaintiff  would  not  sign  a  new 
contract.  When  the  plaintiff  did  not  pay  the  monthly  rental  in  advance  for 
the  service,  the  plaintiff  broke  the  contract.  The  defendant  then  had  the 
right  to  discontinue  its  service,  and  recover  \ipon  a  (i>innluiii  iinruit  for  the 
services  rendered  the  planitiff." 
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RATES 
NEW  YORK  CITY 

Manhattan  and  The  Bronx 


720— Rate  Schedules. 

New  York  Edison  Company,  Reduction  of  Maximum  Rate  For 
Electric  Service,  July  1,  1917. 

The  New  York  Edison  Company  has  rctlucctl  its  maximum  rate  for 
electricity  from  71  cents  to  7  cents  per  kilowatt  hour,  taking  effect 
July  1.  This  reduction  is  made  in  pursuance  of  the  company's  proposal 
made  to  the  Commission  last  November  (10  Rate  Research  147). 

The  Company  recently  presented  claims  before  the-  Commission  to 
show  that  Tmder  prevailing  circumstances  and  with  the  present  high 
cost  of  production  the  July  1  reduction  woidd  be  unwarranted.  The 
Commission,  however,  held  that  the  company  had  not  shown  sufficient 
cause  to  warrant  a  maintenance  of  the  7^  cent  rate  which  was  made 
effective  January  1.  The  Company  has  signified  its  wilUngness  to 
comply  with  the  Commission's  directions  with  the  understanding  that 
if  the  results  are  of  an  adverse  nature,  the  company  may  restore  its 
former  schedule  of  8  cents  per  kilowatt  hour  on  January  1,  1918. 

In  making  the  change  in  its  rates,  the  following  schedule  is  substituted 
for  "General  Rate"  and  "Power  Rate."  (Given  m  10  Rate  Research 
147). 

GENERAL  RATE. 
Rate. 

7    cents  per  kilowatt  hour  for  the  first  1,000  kilowatt  hours  consumed  monthly. 

6    cents  per  kilowatt  hour  for  the  next     400  kilowatt  hours  consumed  monthly. 

5    cents  per  kilowatt  hour  for  the  next     800  kilowatt  hours  consumed  monthly. 

41  cents  per  kilowatt  hour  for  the  next  1, 100  kilowatt  hours  consumed  monthly. 

4i  cents  per  kilowatt  hour  for  all  in  excess  of  3,300  kilowatt  hours  consumed 
monthly. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Borough  of  Brooklyn 

631 — Cost  of  Supplies — Coal. 

Edison  Electric  Illuminating  Company  of  Brooklyn,  New  York. 
Adoption  of  a  Coal  Clause  Effective  June  30,  1917. 
The  Company  has  put  in  effect  the  following  coal  clause  applicable 
to  all  contracts  under  which  current  at  a  potential  in  excess  of  240 
volts  is  supplied. 

The  price  for  each  kilowatt  hour  supplied  at  a  potential  in  excess  of  240  volts  shall 
be  subject  each  month  to  an  addition  or  a  reduction  of  $.00035  (35/1000  of  a  cent) 
per  kilowatt  hour  for  each  10%  of  increase  or  decrease  from  the  normal  price 
of  bituminous  coal  of  83.00  per  long  ton  f.  o.  b.  New  York  Harbor  during  that 
month. 

Borough  of  Queens 

720— Rate  Schedules. 

New    York   and    Queens    Electric    Light   and    Power   Company, 

Changes  in  Rates,  May  28,  1917. 

The  New  York  and  Queens  Electric  Light  and  Power  Company  made 

several  changes  in  its  rates  for  lightmg  and  power. 

Among  other  changes  the  company  has  substituted  the  rate  gi\-en 

below  in  place  of  a  straight  line  meter  rate  of  12  cents  per  kilowatt 

hour  for  general  lighting  service  and  has  added  a  coal  clause  to  its 

contracts  for  large  light  and  power  service. 

GENERAL  LIGHTING  SERVICE. 

Available  for  lighting  for  any  premises  within  100  feet  of  company's  appropriate 
main.s. 

Rate. 

Customer  Charge. 

00  cents  per  meter  installed,  plus  an 

Energy  Charge  of 

9  cents  per  kilowatt  hour  for  current  consumed  per  month. 

Prompt  Payment  Discount. 

None. 

Minimum  Charge. 

$1.00  per  montli. 

Maximum  Charge. 

Bill  shall  not  exceed  equivalent  at  11  cents  per  kilowatt  hour  witli  minimum 
charge  of  .Sl.OO. 

Lamp  Service. 

Clear  Gem  Lamp.s  30  and  50  watts,  also  Muzda,  Type  B,  lamps.  50  and  100 
watts,  renewed  free. 
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Term  of  Contract. 

Open  order,  terminiilile  on  3  days'  written  notice. 

Notes. 

Above  terms  also  applicable  to  premises  located  more  than  100  feet  from 
company's  mains,  except  that  a  construction  deposit  is  required  to  cover 
additional  investment.  This  is  refunded  in  monthly  amounts  ecjual  to  one- 
half  of  bills  paid  for  electric  service. 

On  yearly  contracts  for  premises  located  more  than  100  feet  from  Corapanj''s 
mains,  deposit  is  waived,  but  minimum  charge  is  $1.00  or  more  per  month 
according  to  investment  made  in  excess  of  that  required  for  customers  within 
100  feet  of  mains  and  dependent  on  terms  of  contract. 

Rate  also  available  for  any  temporary  lighting  service  for  any  period  less 
than  four  months,  on  condition  that  customer  pays  cost  of  installation  and 
removal  of  service,  transformers,  etc. 

This  rate  is  also  available  for  temporary  use,  on  condition  that  cusiomer 
pays  cost  of  construction  investment  and  removal  of  service,  and  is  charged 
without  meter,  quantity  being  computed  according  to  capacity  and  use  of 
installation. 

631— Cost  of  Supplies— Coal. 

The  Coal  Clause  applicable  to  "Retail  Power"  and  "Short  Term 
Power"  reads  as  follows: 

"When  consumption  during  any  month  exceeds  10,000  horsepower  hours  the  net 
rate  is  subject  to  an  increase  or  decrease  of  0.037.5  cent  per  horsepower  hour 
for  each  lO'^o  increa.se  or  decrease  in  the  normal  price  of  bituminous  coal  of 
$3.00  per  long  term,  f.  o.  b.  New  York  Harbor  during  that  month." 

The  following  coal  clause  is  applicable  to  "Wholesale  Lighting  and  Power 
Service"  and  "Combined  Light  and  Power"  and  a  similar  clause  is 
applicable  to  consumption  oi^  any  amount  under  the  "High  Tension 
Lighting  and  Power"  and  "Primary  Refrigeration  Service"  rates. 

"When  con.sumption  during  any  month  exceeds  7,500  kilowatt  hours  the  above 
rates  are  subject  to  an  increase  or  decrease  of  0.0.5  cent  per  kilowatt  h.our  for 
each  10%  increase  or  decrease  in  the  normal  price  of  bituminous  coal  of  .$3.00 
per  long  ton,  f.  o.  b.  New  York  Harbor  during  that  month." 

COMMISSION  DECISIONS 
NEW  YORK 

540 — Minimum  Charge. 

ViLL.\GE  OF  Frankfort  v.  Utic.\  G.\s  and  Electric  Comp.\ny,  Com- 
plaint Against  the  Company  For  Exacting  a  Minimum  Service  Charge. 
Decision  of  the  New  York  Public  Service  Commission  (2D),  Dis- 
missing the  Complaint.     May  22,  1917. 

The  representatives  for  the  village  alleged  that  the  minimum  charge 
of  fifty  cents  per  month  for  gas  service  recently  put  in  effect  by  the 
respondent  company  was  vmreasonable  and  contrary  to  the  provisions 
in  the  franchise  granted  to  the  corporation  by  tlic  village.  The  ordi- 
nance provided  in  effect  that  the  price  per  thousand  cubic  feet  of  gas 
charged  for  service  in  the  village  of  Frankfort  should  not  be  greater 
than  the  price  per  thousand  cubic  feet  "anywhere  in  the  counties  of 
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Herkimer  and  Oneida"  and  fixed  the  maximum  price  per  thousand 
cubic  feet  of  gas  with  no  mention  of  a  minimum  charge. 
The  Commission  says: 

"The  first  case  in  this  State  relative  to  the  exaction  of  a  minimum 
monthly  charge  was  decided  in  1899,  and  is  entitled  Gould  vs. 
Edison  Electric  Illuminating  Co.,  29  Miscl.  241. 
"Since  the  creation  of  this  Public  Service  Commission,  it  has  recog- 
nized the  propriety  of  a  miniminn  monthly  charge  by  both  electrical 
and  gas  corporations,  as  evidenced  by  its  decisions  and  orders  in 
which  the  same  have  been  authorized.  The  principle  is  so  well 
recognized  that  it  is  now  almost  universal  in  all  of  the  States  in 
which  public  utilities  of  this  character  are  regulated  by  state  bodies 
created  for  that  jiiu-pose,  the  theory  being  that  there  are  certain 
fixed  expenses  which  the  corporation  is  oliliged  to  mcur  for  each  of 
its  customers  regardless  of  whether  the  customer  uses  any  gas  or 
electricity  during  a  particular  month,  and  the  rates  of  the  corpora- 
tion are  usually  made  with  a  view  to  providing  in  some  degree  for 
reimbursing  it  for  these  necessary  expenses.  However,  it  is  argued 
in  the  present  case  that  the  exaction  of  a  service  charge  in  the  village 
of  Frankfort  violates  the  provisions  of  the  franchise  because  it 
requires  the  consumers  to  pay  more  for  gas  than  is  allowed  under 
the  terms  of  the  franchise.  We  are  unable  to  agree  with  this  con- 
clusion, because  the  consumere  in  Frankfort  are  not  required  to  pay 
any  more  for  gas  actually  sold  to  them  than  the  consumers  in  other 
localities  served  by  the  respondent.  The  requirement  is  that  the 
consumer  shall  pay  a  service  charge  of  fifty  cents  per  month  for  the 
privilege  of  having  gas  at  any  time  he  requires  it,  and  including 
such  gas  as  may  be  taken  dining  that  period,  and  there  is  no  limita- 
tion upon  the  amount  which  he  may  take.  If  the  amount  of  gas 
taken  during  a  specific  month  when  billed  at  the  regular  rates  equals 
or  exceeds  a  charge  of  fifty  cents,  then  the  minimum  service  charge 
docs  not  apply;  but  if  the  amount  so  liilled  during  the  month  is  less 
than  fifty  cents,  then  the  customer  is  to  make  up  the  difference  so 
that  the  company  will  receive  at  least  fifty  cents  for  service  rendered 
during  the  month  in  accordance  with  the  provisions  of  its  tariff. 
"This  Commission,  in  1916,  in  the  case  of  the  Inhabitants  of  the 
Village  of  Le  Roy  vs.  The  Pavilion  Natural  Gas  Company,  5  P.  S.  C, 
Second  District,  Reports,  p.  186,  passed  upon  the  same  question  as 
presented  in  this  case,  and  there  held  that  such  a  service  charge  was 
not  violative  of  the  provisions  of  a  franchise  fixing  the  rate  which 
might  be  charged  for  gas  sold  in  a  certain  community;  and  in  \iew 
of  that  decision,  we  are  of  the  opinion  in  this  case  that  the  company 
is  not  violating  any  of  the  provisions  of  the  franchise  granted  by  the 
Village  of  Frankfort  relating  to  the  price  to  be  charged  for  gas  in 
that  village. 

112.5 — Ordinance  Rates. 

"Even  conceding  the  contention  of  the  complainants,  that  the  exac- 
tion of  this  ser\ice  charge  is  a  violation  of  the  franchise  in  that  it 
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requires  the  consumer  to  pay  a  higher  rate  for  gas  than  that  provided 
in  the  franchise,  yet  it  has  been  determined  that  such  a  provision  in 
a  franchise  is  not  binding  upon  this  Commission,  and  that  it  has  a 
right  to  allow  a  rate  higher  than  the  rates  fixed  by  a  franchise,  if 
in  its  opinion  the  corporation  is  entitled  to  such  higher  rate  in  order 
properly  to  serve  the  public  and  provide  a  reasonable  return  upon 
the  property  employed  in  the  public  service.  (People  ex  rel. 
N.  Y.  &  N.  S.  T.  Co.  vs.  Pub.  Ser.  Coram.,  175  A.  D.  869.)" 

CALIFORNIA 

500 — Rate  Practice. 

San  Joaquin  Light  and  Power  Corporation  and  the  Mount  Whit- 
ney Power  and  Electric  Company  Rate  Cases.  Decision  of  the 
California  Railroad  Commission,  Reviewing  and  Modifying  Former 
Orders.     May  2  and  May  8,  Respectively,  1917. 

The  Commission  rendered  companion  decisions  in  the  San  Joaquin 
and  Mt.  Whitnev  rate  cases  on  April  6,  1916  (reported  in  9  Rate 
Research  183  and  206). 

In  the  recent  decisions  of  the  Commission  pertaining  to  these  com- 
panies the  Commission  disposes  of  questions  and  complaints  arising 
subsequent  to  the  earlier  decisions.  The  questions  discussed  and 
the  holdings  of  the  Commission  are  similar  in  both  cases  and  in  the 
following  extracts  from  the  decisions  choice  is  made  of  the  most  con- 
densed and  complete  statements  on  each  point. 

The  former  order  of  the  Commission  required  the  companies  to  purchase 
all  transformers  purchased  and  installed  by  consumers.  This  order 
became  effective  on  May  1,  1916  and  on  February  20,  1917,  the  Com- 
mission finds  that  the  sale  of  little  over  a  third  of  such  transformers 
had  been  completed.  There  were  a  number  of  points  of  dispute  be- 
tween the  customers  and  the  company  brought  before  the  Commission. 
The  disputes  arose  as  to  who  had  borne  the  cost  of  installation  in  a 
particular  case,  in  other  cases  the  company  wished  to  deduct  the  price 
of  oil  because  the  oil  had  been  replaced  by  the  company.  Disputes 
on  other  similar  points  had  delayed  compliance  with  the  Commission's 
order.     The  Commission  says: 

"It  is  necessary  to  establish  some  definite  point  from  which  to  start 
in  all  cases  involving  the  valuation  of  property,  and,  bearing  in 
mind  the  consumer's  right  to  refuse  to  sell  and  to  demand  that  San 
Joaquin  corporation  substitute  its  own  equipment  for  the  con- 
sumer's transformers,  the  basis  which  appears  to  be  fairest  to  both 
parties  is  that  suggested  in  the  aforesaid  Decision  No.  3489,  viz.: 
"  'The  price  which  San  Joaquin  Light  and  Power  Corporation  would 
be  compelled  to  pay  for  the  transformers  at  the  present  time,  new, 
less  depreciation  at  the  rate  of  5  per  cent  per  annum.' 
"In  the  interpretation  of  this  basis,   however,   the  price  should 
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clearly  be  determined  as  the  cost  in  place  on  the  consumer's  pole 
and  not  the  cost  deUvered  at  the  corporation's  division  storerooms. 
"An  allowance  of  5  per  cent  per  annum  for  depreciation  is  based 
upon  an  assumed  average  life  of  such  transformers,  including  those 
which  last  longer  than  20  years,  as  well  as  those  which  fail  earlier, 
and  in  valuing  this  eciuipmcnt  no  deductions  should  be  made  except, 
possibly,  in  exceptional  cases,  for  atmormal  depreciation  beyond 
that  based  on  the  actual  age  of  the  equipment  in  service. 
"Inasmuch  as  the  rates  established  in  this  commission's  Decision 
No.  3241,  effective  May  1,  1916,  were  intended  to  cover  depreciation 
on  all  transformer  equipment  necessary  to  serve  San  Joaquin  cor- 
poration's consumers,  no  depreciation  should  be  deducted  after  that 
date.     .     .     . 

"It  is  impractical  to  determine  the  exact  cost  of  hauling  and  in- 
stallation in  each  individual  case,  and  the  transformer  values  de- 
termined herein  will  include  average  costs  for  these  items,  corres- 
ponding to  those  costs  used  in  the  valuation  of  San  Joaquin  cor- 
poration's property,  and  considered  in  connection  with  the  estab- 
lishment by  the  commission  of  the  present  rates." 

The  Commission  fixed  a  table  of  fair  value  for  consumers'  transformers, 

adding : 

"In  particular  cases  where  either  the  utility  or  the  consumers  owning 
transformers  believe  that  an  undue  hartlship  will  result  from  the 
application  of  the  basis  of  valuation  indicated  the  matter  should  be 
referred  to  the  commission  for  final  action.  It  should  be  further 
pointed  out  that  any  consumer  who  does  not  consider  the  prices 
herein  established  to"  be  satisfactory,  has  the  right  to  dispose  of  his 
transformers  in  any  other  manner  in  which  he  sees  fit,  whereupon 
San  Joaquin  corporation  will  substitute  its  own  equipment." 
(San  Joaquin  Case.) 

540— Minimum  Charge. 

In  the  former  order  the  Commission  found  that  a  reasonable  minimum 

for  residence  lighting  service  is  75  cents  per  month  per  meter. 

"It  appears  that  San  Joaquin  corporation  has  proceeded  to  charge 
such  a  minimum  for  residence  lighting  in  all  of  the  towns  and  cities 
which  it  serves.  In  rural  territory,  however,  where  it  is  necessary 
in  most  instances  to  install  a  transformer  for  each  individual  con- 
sumer, the  cost  of  such  installation  is  greater  than  San  Joacjuin 
corporation  considers  justified  by  a  revenue  of  only  75  cents  per 
month.  Accordingly  on  July  5,  1916,  San  Joaquin  corporation 
filed  its  Rule  No.  48,  providing  in  part  that, 

"'If  an  applicant,  who  is  legally  entitled  to  receive  service  and  whose 
premises  upon  which  such  service  is  desired  are  located  in  unin- 
corporated territory  and  along  an  existing  distributing  main^  of  the 
company,  makes  application,  as  outlined  in  the  company's  rules 
and  regulations,  for  service  for  small  power  and  lighting  purposes 
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and  executes  a  three-year  contract,  the  company  will  install  a  service 
connection  from  its  distributing  main  to  the  first  point  of  support 
on  the  premises,  as  selected  by  the  company  and  install  the  necessary 
transforming  capacity  and  supply  thereat  its  electric  service  at  110 
volts  or  220  volts;  .  .  .  provided,  however,  that  the  monthly 
minimum  bill  for  such  service  shall  be  as  follows: 

$2.50  per  consumer,  if  a  2|  kilowatt  transformer  is  used  and  one 

consumer  served  therefrom. 

$2.25  per  consumer,  if  a  2k  kilowatt  transformer  is  used  and  two 

consumers  are  served  therefrom. 

$2.00  per  consumer,  if  a  2^  kilowatt  transformer  is  used  and  three 

consumers  are  served  therefrom. 

$2.75  per  consumer,  if  a  5  kilowatt  transformer  is  used  and  one 

consumer  is  served  therefrom. 

$2.20  per  consumer,  if  a  5  kilowatt  transformer  is  used  and  two 

consumers  are  ser\ed  therefrom. 

$2.00  per  consumer,  if  a  5  kilowatt  transformer  is  used  and  three 

consumers  are  served  therefrom.' 

"In  any  application  of  this  rule  it  should  be  clearly  understood 
.that  the  minimum  guaranty  so  provided  does  not  supersede  or 
invalidate  the  75  cent  minimum  charge  jjrovided  by  the  commission 
for  residence  lighting  service,  but  is  simply  intended  to  provide 
that  San  Joaquin  corporation  will  not  extend  its  service  under  the 
conditions  outlined  in  the  rule  unless  the  total  revenue  shall  equal 
that  set  forth  in  the  rule.  This  use  may  be  made  up  of  a  combination 
of  residence  lighting,  cooking,  heating,  and  domestic  motors  or  other 
uses. 

"It  appears  that  San  Joaquin  corporation,  in  attempting  to  carry 
out  the  order  of  the  Commission  has  offered  to  purchase  transformers 
iised  to  serve  consumers  with  residence  lighting  in  rural  territory, 
only  upon  condition  that  the  minimum  guaranty  provided  in  the 
aforesaid  Rule  No.  48  shall  then  apply  to  their  service. 
"All  of  the  existing  consumers  on  May  1,  1916,  together  with  the 
average  cost  of  serving  them,  were  considered  by  the  commission 
in  fixing  the  rates  then  established,  and  it  was  intended  to  provide 
that  all  residence  lighting  consumers  then  in  existence  should  be 
granted  the  75  cent  minimvun  rate,  and  that  all  transformers  then 
owned  by  the  consumers  of  the  San  Joaquin  corporation  should  be 
acquired  by  it. 

"Sufficient  time  has  not  elapsed  for  an  adequate  observation  of  the 
effect  of  the  rates  established  by  the  commission  for  the  San  Joaquin 
corporation  to  warrant  at  the  present  time,  any  disturbance  of  the 
mininmm  rate  therein  provided.  However,  there  can  be  no  question 
but  that  a  75  cent  minimum  is  proper  in  such  centers  of  population 
as  Fresno  and  Bakersfield.  Whether  a  somewhat  higher  minimum 
charge  would  be  proper  in  the  smaller  commvmities  with  a  still 
higher  minimum  charge  under  such  conditions  as  those  referred 
to  in  the  aforesaid  Rule  No.  48  are  matters  which  can  better  be 
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determined  after  a  fuller  presentation  of  the  facts  than  has  hereto- 
fore been  possible. 

"In  view  of  the  present  high  prices  of  transformers  and  copper  wire, 
and  the  difficulty  of  obtaining  deliveries  at  any  price,  together  with 
the  inadequate  information  now  available,  San  Joaquin  corporation 
will  be  premitted,  in  connection  with  service  extensions  hereafter 
to  be  made,  to  proceed  for  the  present  in  accordance  with  said 
Rule  No.  48.  San  Joaquin  corporation  should,  however,  at  once 
take  steps  to  piuchase  the  transformers,  owned  by  consumers  of 
this  class,  which  were  installed  on  its  lines  on  May  1,  1916,  at  the 
same  time  granting  to  such  consumers  the  benefits  of  the  standard 
rates  without  increased  guaranties."     (San  Joaqum  Case.) 

226.2— Extension  of  Service. 

A  complaint  with  reference  to  service  extensions  was  brought  to  the 
attention  of  the  Commission  in  this  proceeding.  The  Commission 
says: 

"The  Commission  has  not  yet  fovmd  it  feasible  to  estalilish  a  general 
rule  defining  free  limits  for  service  extensions  in  unincorporated 
territory.  While  it  is  naturally  the  desire  of  the  connnission  that 
a  utility  be  as  liberal  as  possible  in  the  construction  of  extensions, 
consideration  must  also  be  given  to  the  utility's  financial  condition 
and  to  the  rights  of  existing  consumers.     .     .     . 

"It  appears  in  this  instance  that  the  total  cost  of  serving  these 
four  consumers,  incliuling  transformers,  meters  and  all  necessary 
equipment  and  labor,  will  amount  to  $757.17.  I  find  that  the 
increase  in  actual  annual  expense  to  San  Joaquin  corporation 
which  would  be  created  by  making  the  service  extension  as  requested, 
not  including  any  item  of  profit,  will  be  covered  by  an  aggregate 
annual  gross  revenue  of  $132.00,  which  is  equivalent  to  $2.75  per 
month  for  each  of  the  four  consumers.  The  commission  has 
frequently  drawn  attention  to  the  fact  that  it  is  unreasonable  for 
utilities  to  urge  that  each  extension  constructed  at  their  cost  must 
be  profitable  i,n  itself,  and  inasmuch  as  such  a  policy  would  lead 
to  grave  results  m  thwarting  the  development  of  this  state  such  a 
contention  can  not  be  sanctioned  by  the  commission." 

The  consmners  in  this  instance  indicated  a  willingness  to  guarantee 
such  a  minimum  of  $2.75  per  month  and  the  connnission  said: 

"Under  the  circumstances  San  Joaquin  corporation  should  proceed 
to  furnish  this  extension  at  its  own  expense  as  soon  as  each  of  these 
prospective  consumers  have  signed  a  three-year  contract  guaranteeing 
such  a  minimum  revenue.  The  question  as  to  whether  this  special 
guaranty  should  be  continued  in  force  at  the  end  of  the  initial  three- 
year  p(>riod  may  be  left  open  for  consideration  at  that  time."  (San 
Joaquin  Case.) 

623 — Estimated  Demand. 

"The  rates  for  agricultural  service  which  became  effective  May  1, 
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1916,  by  virtue  of  this  commission's  order,  provided  that  certain 
charges  shall  be  based  upon  the  rated  capacity  of  the  consumers' 
motors  or  other  utilization  equipment,  and  that  in  special  cases 
where  either  the  consumer  or  the  company  required  the  measurement 
of  the  actual  demand,  the  rates  which  will  then  apply  shall  be  greater 
than  those  based  upon  the  rated  capacity  by  the  ratio  of  100  to  94. 
In  determining  this  rate,  the  commission  took  into  account  the 
relation  between  the  sum  of  all  maximum  demands  of  agricultural 
plants  on  record  and  the  rated  capacity  of  the  same  plants.  These 
demands  were  determined  by  tests  taken  once  a  year  under  normal 
running  conditions  at  the  consumer's  plant,  which  was  the  only 
information  available  at  the  time  the  commission's  decision  was 
rendered.  It  appears  now  that  the  load  which  will  be  registered 
by  a  meter  which  records  the  average  demand  for  the  highest  15- 
minute  period  during  each  month,  will,  in  general  be  greater  than 
the  load  shown  by  the  former  method  of  testing. 

"The  readjustment  on  the  basis  of  a  94  per  cent  demand  factor 
appears  to  be  incorrect  when  applied  to  the  present  method  of 
determining  maxinuun  demands  and  should  be  discontinued.  The 
order  herein  will  provide  that  in  the  future  the  rates  which  now  apply 
when  based  upon  the  connected  load,  will  be  the  same  per  horsepower 
as  when  the  load  is  measured  by  a  demand  indicating  instrument." 
(Mt.  Whitney  Case.) 

521.1    Width. 

"It  has  been  suggested  that  further  relief  from  the  objectionable 
characteristics  of  demand  meter  readings  might  be  obtained  by 
increasing  the  time  interval  from  15  minutes  to  one  hour.  The 
15-minute  period  tests  taken  on  the  San  Joaquin  corporation's 
system  indicate  that  such  a  change  would,  on  the  average,  materially 
reduce  the  revenue  from  agricultural  and  possibly  from  other  classes 
of  consumers. 

"The  fundamental  ol)jection  which  consumers  urge  in  this  regard 
is  that  they  should  not  be  required  to  pay  for  an  entire  month  upon 
the  basis  of  a  high  load  which  continues  for  possibly  only  one  or 
two  15-minute  periods  during  that  month.  A  change  to  a  one-hour 
period  would  be  equally  susceptible  to  the  objection  that  bills  for 
an  entire  month  should  not  be  based  upon  high  loads  which  continue 
for  only  one  or  two  periods  of  one  hour  each  during  the  month. 
It  is  obvious  that  as  long  as  the  unit  charge  is  proper,  and  the 
operation  of  demand  meters  is  uniform  as  Ijetween  consumers, 
this  objection  is  of  little  real  importance,  the  consumer's  chief 
concern  being  the  cost  per  acrefoot  of  water  rather  than  the  form 
of  rate.  Owing  to  the  fact  that  sufficient  time  has  not  as  yet  ehipsed 
for  a 'fair  trial  of  the  unit  charges  now  in  effect,  I  am  of  the  opmion 
that  no  change  should  be  made  at  the  present  time,  either  in  the  time 
interval  or  the  rate  per  horsepower. 
"In  many  instances,  the  consumer  will  be  able,  with  a  Uttle  care,  to 
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control  or  entirely  eliminate  all  abnormal  demands  so  that  no  material 
increase  in  the  monthly  charges  will  result. 

"For  instance,  in  starting  a  centrifugal  pump,  if  a  valve  is  installed 
either  in  the  intake  or  in  the  discharge  pipe  whereby  the  quantity 
of  water  pumped  can  be  reduced  during  the  starting  period,  the 
valve  being  gradually  opened  as  the  head  on  the  well  is  reduced, 
the  load  can  be  prevented  from  exceeding  that  under  normal  running 
conditions. 

"The  principal  cause  of  high  demands  in  connection  with  plunger 
pumps  is  their  use  for  filling  domestic  tanks,  which  are  at  a  higher 
level  than  that  of  the  discharge  for  irrigating  purposes.  The  time 
required  to  fill  such  tanks  is,  however,  in  general  not  greatly  in  excess 
of  15  minutes.  This  matter  is  receiving  the  careful  consideration 
of  the  Commission,  but  at  the  present  time  there  appears  no  adequate 
relief  for  the  difficulty.  Tank  pumping  with  an  iri'igation  pump 
is  an  unsatisfactory  load  from  the  utility's  point  of  view,  and  is  not 
economical  for  the"  consumer.  However,  it  is  to  be  hoped  that  the 
difficulties  of  this  situation  can  be  met  either  by  the  installation  of 
a  small  house  jiiunp  by  the  consumer,  or  otherwise  that  the  over-all 
cost  of  agricultural  service  may  be  reduced  to  as  low  a  point  as 
possible."     (San  Joaquin  Case.) 

523 — Estimated  Demand. 

Regarding  determination  of  demand  when  company  through  no  fault 
of  its  own  is  unable  to  install  a  demand  meter,  the  Conunission  says: 
"San  Joaqum  corporation  has  the  option  of  installing  demand  meters 
at  its  own  expense  in  cases  where  the  actual  load  is  materially  in 
excess  of  the  rated  capacity.  An  analysis  of  the  agricultural  instal- 
lations on  this  system  during  the  year  1915,  indicates  that  27.8 
per  cent  of  the  connected  horsepower  creates  demands  in  excess 
of  the  rated  capacity.  Due  to  the  difficulty  of  ol)taining  meters 
of  the  demand  type  "under  present  market  conditions,  San  Joaquin 
corporation  has  "Vieen  unable  to  exercise  its  option  in  this  regard. 
It  is  not  reasonable  that  San  Joaquin  corporation  should  be  deprived 
of  revenue  to  which  it  is  entitled  in  these  cases,  on  account  of 
impossibility  of  securing  meters,  due  to  market  conditions  over  which 
it  has  no  control. 

"If  San  Joaquin  corporation  makes  tests  under  normal  running 
conditions  at  the  present  time,  and  finds  in  any  case  that  the  demand 
factor  is  in  excess  of  100  per  cent,  and  if  in  each  such  case  it  files 
with  this  commission  notice  of  its  intention  to  install  a  demand  meter 
as  soon  as  the  same  is  available,  and  at  the  same  time  serves  a 
similar  notice  upon  the  consumer  advising  him  that  until  such  meter 
is  installed  he  has  the  right  to  demand  a  new  test  not  oftener  than 
once  in  three  months  without  expense  to  himself,  San  Joaquin 
corporation  should  be  permitted,  beginning  with  the  date  upon  which 
such  notice  is  filed,  to  charge  such  consumer  on  the  basis  of  the  last 
demand  test  on  record  until  the  meter  is  actually  installed,  or  until 
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a  new  test  is  taken.  The  present  rule,  which  has  been  established 
informally,  should  continue,  to  the  effect  that  in  any  case  where  a 
consumer  whose  demand  factor  is  lower  than  100  per  cent  has  requested 
and  paid  the  fee  for  a  demand  meter,  and  where  such  meter  is  not 
available,  San  Joaqiun  corporation  shall  charge  consumer  for  electric 
service  on  the  last  demand  test  on  record,  provided  that  either  the 
consumer  or  the  utility  may  require  a  new  test  at  any  time.  To  this 
rule  should  be  added  the  provision  that  consumers  of  this  class 
requiring  tests  oftener  than  once  in  two  months  shall  bear  the 
actual  expense  of  the  same."     (San  Joaquin  Case.) 


PENNSYLVANIA 

226.2 — Extension  of  Service. 

Ulrich  v.  Eastern  Pennsylvania  Light,  Heat  and  Power  Com- 
pany, Asking  that  the  Company  Be  Directed  to  E.xtend  Service  to 
Complainant.  Decision  of  the  Pennsylvania  Public  Service  Com- 
mission, Dismissing  the  Application.  April. 3,  1917. 
The  Complainant  in  this  case  asked  that  the  company  be  required  to 
extend  its  service  at  considerable  expense  without  any  showing  as  to 
prospective  new  business  or  any  guarantee  of  income  from  the  ex- 
tension.    The  Commission  said: 

"Apparently  the  complainant  concluded  to  rest  his  case  on  the 
assumption  that  inasmuch  as  resondent  is  a  public  service  corpora- 
tion engaged  in  the  business  of  manufacturing  and  selling  artificial 
gas  in  the  Ijorough  of  Tainaqua,  it  is  bound  under  its  charter  and 
franchise  rights  to  extend  its  pipes  and  furnish  service  within  the 
bounds  of  the  borough  when  requested  so  to  do  Ijy  any  citizen  of  the 
municipality  who  may  desire  to  use  gas,  regardless  of  the  revenue 
that  may  be  derived  from  such  extension  of  its  facilities.  The  sole 
question,  therefore,  for  the  Commission  to  determine  in  this  pro- 
ceeding is  whether  a  gas  company  under  its  corporate  rights  and 
obUgations  is  required  to  extend  its  service  whenever  the  same  is 
so  desired  by  a  prospective  consumer  residing  in  the  municipality 
within  which  the  said  corporation  is  doing  business. 
"In  Ulrich  v.  Eastern  Pennsylvania  Light,  Heat  and  Power  Com- 
pany, C.  D.  431,  1915,  the  Commission  in  requiring  respondent  to 
build  an  extension  pipe  to  supply  service  to  complainant  held  that: 

"  'The  rights,  powers  and  privileges  which  are  conferred  upon  public 
service  companies  are  likewise  accompanied  with  duties  and  ol)liga- 
tions.  It  is  a  part  of  the  contract  with  the  Commonwealth  that 
they  should  perform  the  service  undertaken.  That  service  niust 
be  regarded  with  some  breadth  of  view.  The  undertaking  is  to 
perform  the  service  as  a  whole.  The  public  service  company  cannot 
be  permitted,  holding  a  monopoly  as  it  often  does,  to  select  the 
most  profitable  parts  of  the  service  and  supplying  them,  treat  such 
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p(Mfoiinance  as  a  compliance  with  its  duty.  While  that  which  is 
imreasonable  will  not  be  required  of  it,  and  care  will  always  be 
taken  to  see  tliat  unnecessary  impositions  upon  it  are  not  permitted, 
it  may  be  stated  as  a  general  proposition,  that  a  corporation  which 
undertakes  to  light  a  borough  must  be  ready  to  furnish  reasonable 
lighting  to  all  parts  of  the  borough.' 

"In  the  foregoing  proceeding  the  conditions  and  circumstance  were 
substantially  different  ivom  those  present  in  the  case  here  pend- 
ing.    .     .     ." 
The  circumstances  differed  in  that  the  extension  was  shorter  in  the 
case  quoted  than  in  the  present  case  and  there  were  prospective  cus- 
tomers along  the  proposed  extension  in  the  former  case. 

"These  differences  in  the  conditions  and  circumstances  underlying 
the  two  cases  are  sufficient  to  explain  what  the  Commission  had  in 
mind  when  it  said  in  the  case  cited  above  'That  a  corporation  which 
undertakes  to  light  a  borough  must  be  ready  to  furnish  reasonable 
lighting  to  all  parts  of  the  Ixjrough.'  It  is  clearly  an  attempt  by 
the  Commission  to  indicate  that  conditions  might  pre\'ail  under 
which  the  service  furnished  if  required  could  not  be  defined  or  de- 
scribed as  'reasonable  lighting'  to  all  parts  of  the  borough.  This 
princii:)le  was  recognized  and  set  foi'th  more  at  length  and  in  more 
explicit  language  by  the  Commission  in  Fisk  v.  Abington  Electric 
Company,  C.  D.  358,  1915,  where  this  phraseology  is  used: 
"  'That  a  public  service  company  should  have  the  right  to  pick  out 
the  profitable  customers  and  leave  all  others  without  service,  would 
not,  in  our  opinion,  be  rendering  such  pulilic  service  as  the  law  con- 
templates. Of  course,  just  how  far  a  public  service  company  should 
be  recjuired  to  go  in  making  extensions  to  serve  its  i^atrons  is  often  a 
difficult  matter  to  determine  and  each  extension  nuist  be  determined 
from  the  facts  surrounding  the  same.  Any  unreasonable  extension 
should  not  be  required;  on  the  other  hand,  when  a  public  service 
company  enters  upon  its  duties  to  render  a  public  service  in  a  com- 
munity "it  should  be  compelled  to  render  such  a  general  service  as 
the  reasonable  demands  of  the  community  at  such  time  and  in  the 
near  future  may  require,  and  proper  provisions  should  be  made 
therefor,  even  to  the  extent  of  making  extensions  that  will  meet 
reasonable  demands  that  will  be  made  of  it  in  the  future.' 
"Substantially  the  same  question  was  passed  upon  by  the  Com- 
mission in  Bixler,  et  al.,  v.  United  Electric  Company  of  Lemoyne, 
C.  D.  331,  1915.     ... 

"The  position  taken  in  the  above  cited  cases  is  an  attempt  to  give 
all  parties  in  interest  a  just  and  equitable^  deal  in  the  matter.  It  is 
holding  in  effect  that  the  desired  facilities  should  be  installed  when- 
ever it  is  found  practicable  to  do  so  without  destroying  property 
values  or  impairing  the  efficiency  of  the  general  service;  but  it  is 
also  recognizing  the  fact  that  certain  local  conditions  may  exist  that 
would  make  it  unduly  burdensome  upon  the  operating  company  to 
make  extensions  to  its  plant  equipment  without  some  estimate  or 
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assurance  of  the  probable  consumption  from  the  consumer  for  a 
comparatively  limited  period,  that  might  be  taken  as  an  index  of 
the  prospective  earnings  from  such  extension. 

"The  mere  fact,  therefore,  of  having  corporate  rights  and  authority 
to  exercise  the  same  within  a  borough  is  not  in  and  of  itself  a  sufficient 
and  compelling  reason  under  all  circumstances  and  conditions  why 
a  public  service  company  should  be  required  to  extend  its  service  to 
any  portion  of  the  town  on  the  application  of  a  prospective  consumer 
residing  within  the  borders  of  the  municipahty.  There  should 
ajjpear  in  the  petition  for  the  proposed  extension  of  facilities  some 
evidence  that  the  service  desired  contains  some  elements  of  remuner- 
ation within  a  reasonable  period  of  time,  and  that  if  granted  it 
would  not  prove  chiefly  or  wholly  an  economic  waste." 


COURT  DECISION  REFERENCES 

112— Franchises. 

United  R.mlroads  of  San  Francisco  v.  City  and  County  of  San 
Francisco,  et  al.  Decision  of  District  Court,  N.  D.,  California, 
S.  D.,  January  18,  1917.     239  Fed.  987. 

The  United  Railroads  of  San  Francisco  asks  uijunction  preventing  the 
City  of  San  Francisco  from  constructing  a  proposed  municipal  railway 
Ime  paralleling  and  intersecting  certain  of  its  lines  on  the  ground 
that  such  action  by  the  city  would  impair  the  company's  franchise 
rights.     The  Court  says : 

"In  the  construction  of  legislative  enactments  and  of  ordinances  and  of  con- 
tractural  relationships  which  directly  concern  the  public,  the  doctrine  which 
controls  is  as  announced  in  Knoxville  Water  Co.  v.  lOioxville,  200  U.  S.  22,  26 
Sup.  Ct.  224,  50  L.  Ed.  353: 

"  'A  municipal  corporation,  when  exerting  its  functions  for  the  general  good, 
is  not  to  be  shorn  of  its  powers  by  mere  implication.  If  by  contract  or  other- 
wise it  may,  in  particular  circumstances,  restrict  the  exercise  of  its  public 
powers,  the  intention  to  do  so  must  be  manifested  by  words  so  clear  as  not 
to  admit  of  two  different  or  inconsistent  meanings.' 

"This  general  rule  is  but  another  form  of  stating  a  principle  that  statutory 
grants  by  way  of  franchise  or  property,  in  which  the  government  or  public 
has  an  interest  are  to  be  construed  strictly  in  favor  of  the  public,  and  what- 
ever is  not  uneciuivocally  granted  is  withheld.     Nothing  passes  by  implication. 

"It  is  very  important  to  note  that  the  words  of  direct  expression  or  intention 
to  grant  an  exclusive  franchise  are  not  to  be  foimd  in  the  instrument  itself; 
nor  does  it  appear  that  exclusiveness  was  a  positive  consideration  for  the 
contractural  obligation.  Nor  is  there  any  expression  by  apt  words  to  show 
that  the  city  intended  to  exclude  itself  from  exercising  the  privilege  of  estab- 
lishing a  street  railway  of  its  own.  No  deliberate  purpose  to  make  a  sur- 
render of  exclusive  rights  appearing,  I  accept  the  more  reasonable  interpreta- 
tion of  the  language  used,  and  regard  the  franchise  as  not  conferring  such 
exclusive  right  as  against  the  city,  unless  it  must  be  held  that  the  law  itself 
operates  to  make  the  franchise  exclusive  pro  tanto." 

"The  argument  of  complainant  would  lead  to  a  limitation  upon  the  exercise 
of  the  police  power  which  would  restrict  it  within  narrower  limitations  than 
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I  think  is  justified.  It  will  not  be  disputed  that  definite  limitations  are  not 
to  be  regarded  as  a  surrender  of  the  police  power.  It  is  accepted  that  the 
destruction  of  the  franchise  is  not  possible,"  but,  even  so,  in  the  complexities 
of  modern  society,  new  conditions  present  themselves,  which  may  call  for 
the  safeguarding  of  the  public  interests  in  a  way  which  justifies  the  applica- 
tion of  the  doctrine  that  the  police  power  may  extend  to  all  great  public  needs. 
German  Alliance  Insurance  Co.  v.  Lewis,  233  U.  S.  389,  34  Sup.  Ct.  612,  58 
L.  Ed.  1011,  L.  R.  A.  1915C,  1189;  Noble  State  Bank  v.  Haskell,  219  U.  S. 
110,  31  Sup.  Ct.  186,  55  L.  Ed.  112,  32  L.  R.  A.  (N.  S.)  1062,  Ann.  Gas.  1912A, 
487;  Gamfield  v.  United  States,  167  U.  S.  524.  17  Sup.  Ct.  864,  42  L.  Ed.  260; 
Rail  &  River  Coal  Co.  v.  Yaple  (D.  C.)  214  Fed.  273. 

"These  principles  are  not  antagonistic  to  the  further  familiar  principle  that 
the  police  power  of  a  state  cannot  be  arbitrarily  exercised.  I5ut  the  trend 
of  authority  is  shown  in  Hadacheck  v.  Sebastian,  Chief  of  Police  of  the  City 
of  Los  Angeles,  239  U.  S.  394.  36  Sup.  Ct.  143,  60  L.  Ed,  348,  where  the  Supreme 
Court  held  that  it  is  to  be  remembered  that  the  police  power  is  one  — 

"  'of  the  most  essential  powers  of  government,  one  that  is  the  least  limitable. 
It  may,  indeed,  seem  harsh  in  its  exercise,  usually  is  on  some  individual,  but 
the  imperative  necessity  for  its  existence  precludes  any  limitation  upon  it 
when  not  exerted  arbitrarily.  A  vested  interest  c;mnot  be  asserted  against 
it  because  of  conditions  once  obtaining.  *  *  *  fo  so  hold  would  preclude 
development,  and  fix  a  city  forever  in  its  primitive  conditions.  There  must 
be  progress,  and  if  in  its  march  private  interests  are  in  the  way  they  must 
yield  to  the  good  of  the  commimity.'  Bacon  v.  Walker,  204  U.  S.  311,  27 
Sup.  Ct.  289,  51  L.  Ed.  499;  German  Alliance  Insurance  Co.  v.  Kansas,  233 
IT.  S.  389,  34  Sup.  Ct.  612,  58  L.  Ed.  1011,  L.  R.  A.  1915C,  1189;  Rail  &  River 
Coal  Co.  V.  Yaple  (D.  C.)  214  Fed.  273.' 

"If,  as  in  Grand  Trunk  Western  R.  Co.  v.  South  Bend,  227  V.  S.  544,  33  Sup. 
Ct.  303,  57  L.  Ed.  6.33,  44  L.  R.  A.  (N.  S.)  405;  there  was  here  a  threat  to  de- 
stroy a  franchise  right,  a  very  different  case  would  be  presented.  The  ex- 
istence of  the  franchise  enjoyed  by  the  complainant  is,  however,  not  threatened, 
nor  is  an  attempt  being  made  to  change  or  modify  the  provisions  of  the  fran- 
chise." 

244 — Rehearings  and  Appeal. 

Borough  of  Mt.  Union,  et  al.  v.  Mt.  Union  Water  Comp.\ny.  De- 
cision of  the  Supreme  Court  of  Pennsylvani.\.  February  19,  1917. 
100  Atlantic  968. 

The  Pennsylvania  Public  Service  Commission  issued  an  order  authorizing  the 
water  company  to  increase  rates  for  water  service.  From  this  decision,  the 
borough  of  Mt.  Union  appealed.  The  Superior  Court  upheld  the  order  of  the 
Commission  and  the  finding  of  that  court  is  affirmed  upon  appeal  to  the  Supreme 
Court.     The  Court  said: 

"The  statute  neither  requires  not  authorizes  this  court  to  fix  and  determine 
for  itself  the  rate,  charge,  etc.,  that  a  public  service  company  may  exact. 
Our  function  is,  as  the  statute  declares,  but  to  decide  whether  or  not  the  ap- 
pellant has  discharged  the  burden  cast  on  him  by  the  Legislature;  or,  in  the 
words  of  the  act,  'our  inquiry',  etc.  Our  inquiry  therefore  must  be:  Was 
the  order  appealed  from,  as  shown  by  the  record  certified  to  us  by  the  com- 
mission, reasonable  and  in  conformity  with  law?" 

112.5 — Ordinance  Rates. 

The  borough  contended  that  the  company,  by  the  acceptance  of  the  ordinance 
granting  it  the  right  to  occupy  the  streets  of  the  borough,  obligated  itself  to 
maintain  the  schedule  of  rates  fixed  by  that  ordinance.     The  court  held: 

"The  provisions  of  the  ordinance  as  to  rates  therefore  presented  no  legal 
obstacle  to  the  increase  proposed." 
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COMMISSION  DECISIONS 

CALIFORNIA 

144 — Mergers. 

Southern  California  Edison  Compani^  Pacific  Light  and  Power 
Corporation,  and  Ventura  County  Power  Company,  Application  for 
Approval  of  Plans  of  Consolidation  of  the  Three  Companies.  Decision 
of  the  California  Railroad  Commission,  Approving  the  Consolidation 
on  Certain  Conditions.     May  22,  1917. 

The  purpose  of  the  applicants  is  to  bring  about  the  complete  consolida- 
tion of  the  properties  and  business  of  the  three  companies,  above 
named,  under  the  corporate  entity  of  the  Southern  California  Edison 
Company. 

The  Southern  California  Edison  Company  states  that  it  proposes  to 
exercise  rights  under  all  of  the  franchises  which  it  acquires  so  that  this 
consolidation  will  not  result  in  a  diminution  of  the  opportunity  of  the 
public  to  obtain  service.     The  Commission  says: 

"The  advantages  to  the  owners  of  the  companies  involved  in  this 
consolidation  are  obvious. 

"The  Pacific  Light  and  Power  Corporation  has  a  large  hydroelectric 
development  which  is  not  and  will  not  in  the  near  future  be  put  into 
full  use  unless  this  consolidation  occurs.  On  the  other  hand  Southern 
California  Edison  Company  is  using  to  capacity  its  hydroelectric 
installations,  and  unless  this  consolidation  occurs  will  be  confronted 
with  the  almost  immediate  necessity  of  increasing  its  production  of 
electric  power.  Therefore,  by  this  consolidation  there  are  brought 
together  two  systems  which  complement  each  other  in  this  respect. 
The  considerable  surpRis  of  power  now  possible  of  generation  in  the 
plant  of  Pacific  Light  and  Power  Corporation  will  he  brought  into 
use  for  the  consumers  of  Southern  California  Edison  Company  and 
this  will  provide  for  a  very  considerable  expansion  of  business  by  the 
consolidated  company  without  the  necessity  for  large  expenditures 
in  increasing  production  capacity. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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"Furthermore,  it  is  proposed  to  completely  consolidate  these  plants 
and  to  operate  thereafter  as  a  unified  wliole,  thus  greatly  decreasing 
operating  expenses. 

"It  is  estimated  by  applicants  that  there  will  be  a  saving  in  operating 
expenses  for  the  first  few  years  of  approximately  $400,000.00  a  year, 
and  the  electrical  engineers  of  this  commission  believe  that  this 
statement  of  probable  savings  is  very  conservative  and  may  be 
stated  as  a  minimum.  It  is  their  belief  that  the  savings  will  be 
very  much  greater  as  the  plants  are  consolidated  and  operating 
expenses  are  cut  down  and  business  increases. 

"The  benefits  of  this  consolidation  to  the  public  will  be  the  elimina- 
tion of  the  necessity  for  duplicate  facilities  and  the  greater  efficiency 
made  possible  by  the  serving  of  a  great  community  by  one  plant  and 
organization. 

"Furthermore,  the  great  and  probably  increasing  proportionate 
decrease  in  operating  expenses  will  make  it  possible  in  the  future 
for  the  consolidated  company  to  serve  its  consumers  at  lower  rates." 

221— Capitalization. 

From  an  investigation  of  the  value  of  the  property  and  the  plans  for 
capitalization  it  appeared  that  there  would  be  nothing  back  of  the 
common  stock  and  there  would  be  approximately  90  per  cent  of  equity 
back  of  the  second  preferred  stock. 

The  Commission  says: 

"I  believe  it  to  be  unnecessary  in  this  proceeding  to  come  to  a  definite 
conclusion  as  to  the  value  of  the  properties  involved.  It  is  apparent 
from  the  showing  made  that  the  capitalization  in  relation  to  value  of 
property  is  not  such  as  would  be  sanctioned  by  this  commission  if  we 
were  now  considering  the  creation  of  a  new  public  utility  organiza- 
tion. But  we  can  not  approach  the  matter  from  this  standpoint 
because  we  are  dealing  with  two  existing  institutions,  and  we  are 
informed  by  applicants  that  the  proposed  capitalization  is  as  low  as 
they  have  been  able  or  will  be  able  to  bring  about.  In  other  words, 
that  unless  permitted  to  consolidate  on  the  terms  proposed,  no  con- 
solidation is  possible.  Therefore  we  are  confronted  with  a  situation 
where  by  consolidation  total  capitalization  is  considerably  cut  down 
and  large  savings  are  made  in  operating  expenses  and  greater  efficien- 
cies will  be  brought  about. 

"In  my  judgment  this  matter  should  be  considered  as  a  step  in  the 
right  direction  and  as  such  should  be  sanctioned.  It  by  no  means 
should  be  considered  a  finality  in  the  financial  set-up  of  these  con- 
solidated organizations. 

"I  would  be  unwilling  to  recommend  that  this  application  be  granted 
as  submitted  with  the  understanding  that  the  relationship  between 
property  and  cajiitalization  were  to  remain  constant  or  as  at  present. 
I  can  recommend  that  this  consolidation  lie  authorized  under  the 
plan  of  capitalization  contemplated  only  ujion  the  condition  that 
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gradually  the  relationship  between  the  property  value  and  capitaliza- 
tion be  brought  to  a  more  conservative  basis.  The  applicant  has 
asserted  its  desire  and  willmgness  to  adopt  such  a  course  as  a  fixed 
pohcy  to  harmonize  its  financial  framework  with  the  general  policies 
of  this  commission." 


NEW  HAMPSHIRE 

314.31— Cost  of  Financing. 

Antrim-Benxington  Electric  Light  and  Power  Company,  Petition 
For  Authority  to  Issue  Stock.  Decision  of  the  New  Hamp.shire 
Public  Service  Commission,  Granting  the  Application.  December  28, 
1916. 

In  the  company's  petition  for  authority  to  issue  stock  for  the  acquisition 
of  the  electric  plants  of  the  Goodell  Company,  located  in  the  towns  of 
Antrim  and  Bennington,  the  Commission  was  asked  to  approve  the 
issue  of  $90,000  of  capital  stock  in  which  was  included  S7,000  to  cover 
"engineering,  organization  and  financing."  The  Company  was  author- 
ized to  issue  the  stock  omitting  the  $7,000  item.     The  Commission  says: 

"The  item  of  $7,000  asked  to  cover  'engineering,  organization  and 
financing',  according  to  the  testimony  offered,  is  intended  to  cover 
the  expense  of  selling  the  stock  of  the  petitioner  under  an  under- 
writing contract  with  a  firm  of  brokers,  the  amount  to  be  paid  them 
being  five  per  cent  of  the  total  issue,  or  $4, .500;  the  remaining  $2,500 
is  to  be  devoted  to  the  payment  of  costs  before  this  commission  and 
to  engineering  expenses  and  legal  fees  connected  with  the  purchase 
by   the   petitioner   and   with   proceedings   before   this   commission. 

"Is  it  proper  to  capitalize  the  $4,500  to  be  paid  a  broker  for  selling 
the  stock?  This  utility  has  passed  the  development  stage.  It  is  in 
operation.  No  complaints  ha\'e  reached  us  that  its  service  is  not 
satisfactory.  There  was  some  testimony  that  by  this  transfer  the 
service  would  be  improved,  provided  certain  contemplated  arrange- 
ments were  consummated  which  would  tie  up  this  company  with 
other  electric  companies  in  the  \icinity  controlled  or  owned  by  the 
banking  house  which  is  to  handle  the  securities  of  the  Antrim- 
Bennington  Electric  Light  and  Power  Company.  There  is  a  clear 
distinction  between  this  case  and  that  class  of  cases  where  the  utility 
has  not  been  established.  In  order  to  establish  a  utility  in  a  com- 
munity, especially  where  the  return  is  uncertain,  much  time,  labor 
and  expense  must  be  devoted  to  the  enterprise.  In  such  cases 
promoters'  fees,  organization  and  similar  expenses  are  necessary 
in  order  to  induce  capital  to  invest  in  so  hazardous  an  undertaking. 
Such  expenses  are  a  direct  benefit  to  the  public  because  without 
them  the  utility  would  not  be  developed.  Therefore,  such  charges 
should  be  treated  as  a  capital  investment  just  as  much  as  the  material 
which  goes  into  the  construction  of  the  plant  because  each  is  equally 
necessary.     But  the  expenses  incident  to  the  transfer  of  ownership 
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of  the  utility  (such  as  l)rokers'  commissions  for  selling  stock  of  this 
new  company)  after  it  has  been  developed  is  far  different  from 
similar  expenses  necessary  to  get  the  utility  established.  In  the 
latter  case  the  public  is  directly  benefited,  and  should  pay  for  it, 
but  in  the  first  case  the  puljlic  may  or  may  not  be  benefited  by  the 
transfer  of  ownership.  In  fact  if  e%'ery  time  a  utility  is  transferred 
from  one  owner  to  another  the  necessary  costs  incident  thereto 
should  be  capitalized,  and  such  transfers  are  made  often  enough, 
it  would  not  be  a  great  while  before  there  would  be  more  intangible 
assets  in  the  capital  investment  than  there  would  be  physical  prop- 
erty. Such  a  situation  is  undesirable  and  has  all  the  evils  of  over- 
capitalization, and  we  are  opposed  to  adopting  such  a  policy.  See 
on  this  point  16  A.  T.  &  T.  Co.  Com.  L.,  491,  January  13,  1913; 
S.  C.  Whitten's  Supi^lement  p.  1076,  par.  1212. 

"In  regard  to  the  $2,500  item  for  engineering,  attorneys'  fees  and 
expenses  before  this  commission,  etc.,  there  is  little  evidence. 
Whether  this  charge  is  analogous  to  the  $4,500  item  and  should  be 
treated  in  the  same  way  is  left  open.  We  are  unwilling  at  this  time  to 
say  that  such  charges  should  not  be  treated  as  operating  expenses. 
The  petitioner  may  at  a  later  date,  if  it  desires,  be  heard  further  as 
to  the  reasonableness  of  this  12,500  item,  and  as  to  its  propriety  as  a 
capitalization  charge  in  this  case." 


CALIFORNIA 

138— Contracts. 

('ALisTociA  Electric  Company  v.  Napa  Valley  Electric  Company, 
Petition  for  Rehearing  of  Former  Rate  Order.  Decision  of  the  Cali- 
fornia Railroad  Commission,  Denying  the  Petition.  May  24,  1917. 
In  the  petition  for  rehearing,  it  was  contcndeil  that  while  the  Com- 
mission has  power  to  fix  rates  regardless  of  contracts  for  a  public 
utility  service  between  the  public  utility  and  its  consumers,  it  has  no 
such  power  to  fix  rates  for  electrical  service  rendered  by  one  company 
to  another,  particularly  where  a  contract  exists  evidencing  an  agree- 
ment as  to  such  rates  between  such  companies. 

The  Commission  says : 

"As  to  the  contention  of  petitioners  that  a  company  which  furnishes 
electric  energy  to  another  company  for  comjiensation  is  not  within 
the  jurisdiction  of  this  conuuission  as  to  the  rate  to  be  charged  for 
such  service,  it  will  be  sufficient  to  call  attention  to  the  provisions 
of  a  part  of  subsection  (bb)  of  section  2  of  the  Public  Utilities  Act,  as 
follows : 

"'.  .  .  Furthermore,  when  any  person  or  corporation  ]iorforms 
any  service  or  delivers  any  conunodity  to  any  person  or  jiersons, 
private  corporation  or  corporations,  municipality  or  otiier  i)olitical 
subdivision  of  the  state,  which  in  turn  either  dii'ectly  or  indir(>ctly, 
meiliately   or   immediately,    perform    such    service  or  tleliver  such 
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coininodity  to  or  for  the  public  or  some  portion  thereof,  such  person 
or  persons,  private  corporation  or  corporations  and  each  thereof 
is  hereby  declared  to  be  a  public  utility  and  to  be  subject  to  the 
jurisdiction,  control  and  regulation  of  the  commission  and  to  the 
provisions  of  this  act.' 

"Petitioners  sell  electric  energy  to  another  company  which  in  turn 
sells  this  energy  to  a  large  number  of  consumers  and  the  contention 
that  the  commission  has  no  jurisdiction  over  the  rate  charged  by 
petitioners  for  the  electric  service  to  this  other  company  is  without 
merit." 

INTERSTATE  COMMERCE  COMMISSION 

224— Rates. 

Decision  of  the  Interstate  Commerce  Commission  Denying  the 
Application  of  the  Railroads  of  the  Country  for  Permission  to  Increase 
Freight  Rates,  June  29,  1917. 

The  Interstate  Commerce  Commission  has  denied  the  application  of 
the  carriers  for  an  increase  of  15  per  cent  m  freight  rates,  although 
certain  increases  in  class  rates  are  granted  the  Eastern  roads.  The 
following  is  an  extract  from  the  majority  opinion: 

"The  carriers  were  clearly  within  their  rights  in  bringing  these 
matters  to  our  attention  when  they  did.  We  do  not  question  then- 
good  faith  in  anything  they  have  done  in  this  connection.  Their 
action  is  an  added  evidence  of  the  farsightedness  and  sense  of 
responsibility  in  the  performance  of  their  duties  toward  the  public 
with  which  so  many  of  their  officials  are  managing  and  administering 
the  affairs  of  their  respective  properties.  The  things  which  they 
believed  several  months  ago  would  happen  have  not  happened. 
None  of  us  know  what  the  future  may  develop.  We  do  not  believe 
that  it  would  l)e  in  the  interest  of  any  one  to  now  resume  hearings 
in  detail  as  to  the  suspended  tariffs.  As  stated,  we  believe  that  the 
facts  which  have  been  developed  constitute  a  full  and  sufficient  basis 
for  arriving  at  a  just  conclusion  with  respect  to  the  proposed  in- 
creased rates. 

"We  shall,  through  the  medium  of  the  monthly  reports  of  the 
carriers,  keep  in  close  touch  with  the  operating  results  for  the  future, 
and  if  it  shall  develoi)  that  the  f(>ars  which  have  prompted  the  carriers 
are  realized,  or  that  their  realization  is  imminent,  we  shall  be  ready 
to  meet  that  situation  liy  such  modification  or  amplification  of  the 
conclusions  and  orders  herein  r-cached  and  entered  as  are  shown  to 
be  justified.  If  it  shall  develop  that  what  has  been  accorded  herein 
is  more  than  is  appropriate,  or  that  the  increased  rates  are  no 
longer  warranted,  we  shall  depend  upon  the  pledges  of  the  carriers 
to  respond  proini^tly  to  an  announcement  by  us  of  a  conclusion  to 
that  effect.  .  .  . 
"The  record  will  be  available  for  consideration  in  any  further  pro- 
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cccdings  that  may  be  necessary  or  appropriate  in  this  connection 
in  the  future,  and  any  substantially  changed  conditions  which  may 
develop  can  be  promptly,  adequately,  and  fairly  dealt  with.  The 
foundation  for  any  such  action  can  doubtless  be  laid  in  conferences 
between  the  commission  and  representatives  of  the  carriers  and  of 
the  shippers.  The  existing  public  sentiment  to  which  we  have  re- 
ferred and  the  manner  in  which  the  proposals  of  the  carriers  have 
been  presented  and  handled  l>y  them  indicate  a  feeling  of  mutual 
confidence,  which  at  many  times  in  the  past  has  been  regrettably 
absent." 

NEW  YORK 

226.2 — Extension  of  Service. 

International  Railway  Company,  Petition  For  Permission  to  Con- 
struct an  Extension  of  Its  Railway  Line.  Decision  of  the  New  York 
Public  Service  Commission  (2D),  Granting  the  Petition.  June 
5,  1917. 

The  proposed  extension  of  the  petitioner's  railway  was  opposed  by 
abutting  property  owners  for  personal  reasons.  The  Commission  says 
that  such  opposition  must  be  considered  in  fletcrmining  whether 
public  necessity  and  convenience  warrant  the  construction  of  a  public 
work. 

"Is  the  proposed  extension  a  public  necessity  and  convenience? 
The  term  necessity  as  used  in  the  statute  does  not  mean  something 
absolutely  essential.  If  it  does,  puljlic  service  corporations  will 
very  rarely  be  able  to  extend  their  operations.  But  will  this  addi- 
tional trackage  add  to  the  usefulness  of  the  company's  property  as 
a  whole?  Will  it  enable  the  company  to  render  more  efficient  and 
satisfactory  service  to  its  patrons?  Can  the  members  of  the  travel- 
ing public  reach  their  several  destinations  more  quickly  and  com- 
fortably? If  these  things  are  so,  then  private  interests  must  not 
prevail." 

COURT  DECISIONS 

CALIFORNIA 

300 — Investment  and  Return. 

San  Joaquin  Light  and  Power  Corp.  v.  Railroad  Commission.  .\ii- 
peal  From  an  Order  of  the  Commission  Fixing  Rates.  Decision  of  the 
Supreme  Court  of  California,  Affirming  the  Commission's  Order. 
May  8,  1917.     165  Pacific  16. 

The  San  Joaquin  Light  and  Power  Corporation  brought  a  iJiocceding  in 
certiorari  to  review  the  order  of  the  California  Railroad  Commission 
fixing  the  rates  to  be  charged  for  electric  energy.  The  ( 'ommission's 
decision  was  reported  in  9  Rate  Research  183,  206. 
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The  Commission  fixed  the  vahie  of  the  company's  property  "used  and 
useful  in  electric  lousiness"  at  $10,054,540  and  found  8  per  cent,  or 
$804,363.20  per  annum,  to  be  a  reasonable  return  upon  such  value. 
The  company's  contention  is  that  at  least  $650,000  should  have  been 
allowed  for  water  rights  and  $1,651,021  for  going  value  in  addition  to 
the  base  used  by  the  Conuiiission  as  the  fair  value  of  the  property. 
The  estimated  return  would  allow  the  company  6.51  per  cent  on  the 
increased  rate  base  instead  of  an  8  per  cent  return  found  by  the  Com- 
mission to  be  reasonable.     The  Court  says: 

340— Rate  of  Return. 

"The  ]X'titioner  does  not  point  out  any  e\idence  in  the  record  which 
would  force,  or  even  justify,  the  conclusion  that  a  limiting  of  its 
return  to  65  per  cent,  on  the  value  of  its  property  would  amount  to 
confiscation,  or,  in  other  words,  that  it  would,  if  held  to  so  low  a  rate 
of  earning,  be  deprived  of  its  property  without  due  process  of  law. 
'The  function  of  rate  making  is  purely  legislative  in  its  character, 
and  this  is  true  whether  it  is  exercisetl  directly  l)y  the  Legislature 
itself  or  by  some  subordinate  or  administrative  body,  to  whom  the 
power  of  fixing  rates  in  detail  has  been  delegated.'  Knoxville  v. 
Knoxville  Water  Co.,  212  U.  S.  1,  29  Sup.  Ct.  148,  53  L.  Ed.  371. 

"The  only  ground  upon  which  the  courts  may  interfere  with  the 
exercise  of  this  function  is  that  the  action  in  question  impairs  con- 
stitutional rights.  The  rates  will  not  be  set  aside  except  ujDon  a 
clear  showing  that  such  rights  have  been  invaded.  Knoxville  v. 
Knoxville  Water  Co.,  supra;  Willcox  v.  Consolidated  Gas  Co.,  212 
U.  S.  19,  29  Sup.  Ct.  192,  53  L.  Ed.  382,  48  L.  R.  A.  (N.  S.)  1134, 
15  Ann.  Cas.  1034. 

"In  view  of  our  decision  in  Contra  Costa  Water  Co.  v.  Oakland,  159 
Cal.  323,  113  Pac.  668,  it  cannot  be  claimed  that  a  return  of  6^  per 
cent,  net  upon  the  \'alue  of  property  devoted  to  such  a  public  use 
as  the  one  in  question  is,  as  matter  of  law,  confiscatory.  As  we 
pointed  out  in  that  case,  the  court  is  not  called  upon  to  determine 
the  rate  which  it,  if  vested  with  the  power  of  fixing  rates,  would 
determine  to  be  just  and  reasonable.  Its  right  to  interfere  exists 
only  where  the  rate-fixing  l)ody  has  confined  the  public  utility  to  a 
return  below  that  which,  under  the  evidence  in  the  particular  case, 
can  fairly  be  regai'ded  as  the  lowest  reasonable  percentage  of  profit. 
'If  the  ordinance  gives  a  rate  of  return  which,  although  low,  is  not 
palpably  unreasonable,  the  court  is  not  to  upset  the  action  of  the 
council  because  it  may  think  a  higher  rate  more  appropriate.'  In 
the  Contra  Costa  Case  we  held  that  the  evidence  did  not  show  that 
a  return  of  4.682  per  cent,  was  less  than  the  lowest  rate  of  return 
which  the  city  council  might  fairly  have  determined  to  be  just. 
The  petitioner  contends  that  because  the  Commission  fixed  8  per 
cent,  as  a  reasonable  rate  of  return,  anything  below  that  rate  is, 
for  the  purposes  of  this  case,  necessarily  confiscatory.  We  cannot 
accept  this  view.  The  ultimate  question  is  whether  the  rates  fixed 
for  electric  service  deprived  the  petitioner  of  its  property  without 
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due  ])rocess  of  law.  The  value  of  the  property  devoted  to  the  jiublic 
use,  the  return  which  sliould  be  earned  upon  this  property,  and  the 
specific  rates  which  will  introduce  this  return,  arc  all  elements  in  the 
prol)lem.  The  final  (luestion  for  the  court  is  merely  whether  the 
rates  fixed  will  deprive  the  utility  of  its  property  without  due  process 
of  law.  The  Commission  might  have  fixed  rates  without  making 
a  finding  in  figures,  of  the  value  of  the  property,  or  of  the  rate  of 
return  which,  in  its  judgment,  should  be  reahzed.  If  it  had  so  done, 
or  if  it  had  declared  its  purpose  of  allowing  an  earning  of  only  65 
per  cent.,  we  should  have  been  confronted  with  the  same  question 
that  is  now  before  us,  namely,  whether  the  rates  fixed  will  produce 
a  confiscation,  in  whole  or  in  part,  of  the  petitioner's  proj^erty. 
This  rjuestion  must  be  answered  upon  a  consideration  of  the  evidence 
tending  to  show  the  lowest  rate  of  return  which  the  Commission 
might  reasonably  have  allowed.  If  it  has  not  gone  below  this 
minimum,  the  courts  are  powerless,  even  though  the  rates  fixed  may 
not  produce  as  high  a  return  as  the  regulating  body  believed  and 
intended. 

"But  apart  from  this,  we  think,  the  petitioner  does  not  substantiate 
its  claims  with  respect  to  either  of  the  items  of  valuation  alleged  to 
have  been  improperly  ignored." 

319.1— Water  Power  Rights. 

Regarding  the  company's  claim  for  water  rights  value  the  Court  says: 

"Its  power  is  generated,  in  part,  by  means  of  hydroelectric  plants. 
To  this  end  it  maintains  power  stations  upon  A'arious  streams;  and 
in  connection  with  these  stations  it  has  acquired  and  owns  the  right 
to  di\"ert  a  portion  of  the  flow  of  such  streams,  retiu'ning  the  water 
in  due  course  to  the  streams  below  the  point  of  tli version.  These 
water  rights  are  property,  and  the  petitioner  is  unquestionably 
entitled  to  have  their  value  considered  in  the  fixing  of  its  rates. 
San  Joaquin,  etc.,  Co.  v.  County  of  Stanislaus,  233  U.  S.  454,  34 
Sup.  Ct.  652,  58  L.  Ed.  1041. 

"The  Commission,  in  the  present  case,  made  an  allowance  for  such 
value,  based  upon  the  cost  incurred  in  the  acquisition  of  these  rights. 
The  petitioner  claims  that  a  further  allowance  should  have  been 
made.  Concededly,  the  burden  is  upon  the  jniblic  utility,  in  cases 
of  this  kind,  to  show  the  existence  of  any  value  claimed  by  it.  In 
the  effort  to  establish  the  value  of  its  water  rights,  the  petitioner 
proceeded  upon  two  theories. 

"The  first  of  these  is  described  in  the  liriefs  as  the  'comparative 
steam  cost  theory'.  It  is  well  described  in  the  responilent's  brief 
as  'based  on  the  assumption  that  the  value  of  petitioner's  water 
rights  can  fairly  be  determined  l)y  capitalizing,  at  8  per  cent.,  the 
difference  in  the  cost  of  service  resulting  from  the  ojieration  of  peti- 
tioner's hydraulic  installations  and  what  the  cost  of  service  would 
be  if  petitionei-'s  electric  energy  were  generated  in  a  steam  plant 
located  near  the  oil  field  and  burning  oil'  Of  this  element  of  the 
case  it  is  sufficient  to  say  that  there  was  substantial  evidence  before 
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the  Commission  to  the  effect  that,  at  the  ruHng  price  of  oil  at  the 
time  of  the  hearing,  the  petitioner  could  generate  electricity  by- 
means  of  steam  plants  at  a  less  cost  than  that  im-olved  in  the  opera- 
tion of  its  hydroelectric  plants,  after  making  due  allowance  for  all 
charges  in  connection  with  the  installation  of  the  necessary  steam 
plants.  According  to  this  testimony,  the  advantage  in  favor  of 
generation  by  steam  would  continue  until  the  price  of  oil  had  in- 
creased by  50  per  cent.  Without  expressing  any  opinion  regarding 
the  propriety  of  this  method  of  fixing  the  value  of  a  water  right,  it  is 
perfectly  obvious  that  the  Commission  did  not  impair  the  petitioner's 
rights,  when  it  concluded  that  application  of  the  comparative  steam 
cost  theory  did  not  show  that  the  water  rights  had  any  value  Ijeyond 
their  cost. 

"The  other  theory  was  advanced  with  reference  to  a  water  right  on 
the  North  fork  of  the  San  Joaquin  river.  There  the  corporation  had 
constructed  and  was  maintaining  the  Crane  Valley  reservoir,  in  which 
it  stored  a  portion  of  the  water  flowing  in  the  river  in  order  to  eciualize 
the  flow  during  different  portions  of  the  year.  Ultimately,  the  water 
stored  found  its  way  back  into  the  river.  The  result  of  this  course 
was  to  decrease  the  flow  of  the  river  from  January  to  June,  inclusive, 
and  to  increase  it  from  July  to  December,  inclusive.  The  peti- 
tioner's diversion  is  subject  to  a  prior  right  to  the  first  1,500  second 
feet  of  the  San  Joaquin  river.  There  are  some  170,000  acres  of 
land  riparian  to  the  San  Joaquin  river  which  are,  or  may  be  affected 
by  the  withholding  and  storage  of  water  by  the  petitioner.  The 
effect  of  the  storage  in  the  Crane  Valley  reservoir  is  to  diminish  the 
water  which  would  otherwise  flow  to  these  lands  by  8.1  per  cent, 
in  the  month  of  March,  and  2.6  per  cent,  in  the  month  of  April. 
During  these  months  irrigation  upon  a  considerable  portion  of  the 
riparian  lands  begins,  and  the  use  of  water  ujotu  them  is  beneficial. 
The  argument  made  is  in  effect,  the  following:  The  right  to  store 
and  withhold  water  is  a  detriment  to  these  riparian  lands.  If  that 
right  were  not  already  owned  by  the  San  Joaquin  Light  and  Power 
Corporation,  it  would  have  to  he  acquired  from  the  lower  riparian 
owners,  either  by  purchase  or  by  condemnation,  and  the  value  of 
the  right  is  to  be  measured  by  the  price  which  woukl  have  to  be  paid 
for  the  acquisition.  The  difficulty  with  the  arginnent  is,  however, 
that  the  petitioner,  ujion  whom  rested  the  Ijiu'den  of  proof,  failed  to 
furnish  data  from  which  any  satisfactory  estimate  of  \alue  could  l)e 
deduced.  Evidence  was  introduced  tending  to  show  that  the 
170,000  acres  of  land  would  be  worth  $65  per  acre  less,  if  the  entire 
flow  of  the  San  Joaquin  river  were  stopped,  than  they  would  if  the 
flow  continued  undiminished.  On  this  basis  the  damage  which 
the  entire  acreage  would  suffer  from  total  deprivation  of  water  would 
amount  to  $11,050,000.  The  diminution  during  the  months  of 
March  and  April  caused  by  the  storage  in  the  Crane  Valley  reservoir 
averaged  about  5  or  6  per  cent,  of  the  total  flow  during  these  months. 
Hence  it  is  said,  the  lands  are  damaged  to  the  extent  of  5  or  6  per  cent, 
of  the  damage  which  they  would  suffer  if  all  of  the  water  were  with- 
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drawn.  So  estimated,  the  value  of  the  water  rights  amounts  to 
$650,000.  The  basis  of  this  computation  is  too  speculative,  not  to 
say  fanciful,  to  be  entitled  to  any  serious  weight.  It  assumes  that 
the  benefit  deri\ed  by  riparian  land  from  the  flow  through  or  by  it  of 
a  stream  is  in  direct  pi'oportion  to  the  volume  of  the  stream.  Such 
is  not  the  fact.  In  point  of  legal  right,  of  course,  the  owner  of  land 
bordering  upon  a  stream  has  a  right  to  have  the  usual  flow  of  the 
stream  unimpaired,  and  may  enjoin  any  unauthorized  diminution. 
But  the  amoimt  of  damage  which  he  will  suffer  by  the  subtraction 
of  any  fractional  part  of  the  water  depends  upon  a  multitude  of 
circumstances.  In  some  instances  the  damage  resulting  from  the 
removal  of  a  part  of  the  flow  might  be  very  great,  while  in  others  it 
might  be  nominal.  Furthermore,  the  petitioner's  position  involves 
the  additional  assumption  that  the  withdrawal  of  water  during  two 
months  will  have  the  same  detrimental  effect  upon  lower  lands  as 
that  which  would  follow  a  diversion  for  the  entire  irrigation  season. 
Certainly,  no  fair  estimate  of  the  value  of  a  water  right  can  be  based 
upon  such  broad  and  unsupported  generalizations  as  underlie  the 
appellant's  argimicnt  here. 

315.1— Going  Value. 

"It  is  further  claimed  that  the  Commission  refused  to  make  a  proper 
allowance  for  'going  concern'  value.  It  is  recognized  by  the  authori- 
ties that  a  business  in  active  and  successful  operation  has  a  value 
over  and  above  that  of  its  component  parts.  Knoxville  v.  Knoxville 
Water  Co.,  supra.  The  decision  of  the  Commission  states  that  the 
tangilile  property  'is  being  valued  as  property  in  successfid  operation 
by  a  going  and  successful  utility.'  We  see  no  reason  to  question  the 
propriety  of  this  declaration,  unless  we  accept  the  claim  of  petitioner 
that  the  evidence  required  the  inclusion  of  an  additional  sum  of 
$1,651,021.  This  figure  is  reached  by  computing  the  company's 
deficit  in  revenue,  during  the  development  period,  in  8  of  its  15 
districts,  and  extending  the  averages  derived  from  such  computation 
so  as  to  make  them  apply  to  the  entire  system.  The  'de\'elopment 
period',  thus  referred  to,  covers  the  period  from  the  incejition  of  the 
enterprise  until  the  given  district  earned  a  net  revenue  of  8  per  cent., 
which  is  taken  as  the  standard  earning.  The  opinion  of  the  Com- 
mission declares,  and  the  record  sustains  the  statement,  that  since 
the  development  period  the  petitioner's  earnings  over  and  above 
the  8  per  cent,  standard  have  been  suflScient  to  balance  all  of  the 
deficits  of  the  development  period,  with  interest  thereon  for  the 
entire  period.  Under  these  circumstances  the  Commission  was  fvdly 
justified  in  excluding  the  item  of  development  cost  as  an  element  of 
going  concern  value.  The  question  is  not  essentially  dilferent  from 
that  before  the  Supreme  Court  of  the  United  States  in  Des  Moines 
Gas  Co.  V.  Des  Moines,  238  U.  S.  153,  35  Sup.  Ct.  811,  59  L.  Ed. 
1244.     The  following  quotation  is  in  point: 

"  'Included  in  going  value  as  usually  reckoned  is  the  investment 
necessary  to  organizing  and  establisliing  the  business  which  is  not 
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embraced  in  the  value  of  its  actual  physical  property.  In  this  case, 
what  may  be  called  the  inception  cost  of  the  enterprise  entering  into 
the  establishing  of  a  concern  had  long  since  been  incurred.  The 
present  company  and  its  predecessors  had  long  carried  on  business 
in  the  city  of  Des  Moines,  under  other  ordinances,  and  at  higher 
rates  than  the  ordinance  in  question  established.  For  aught  that 
appears  in  this  record,  these  expenses  may  have  been  already  com- 
pensated in  rates  charged  and  collected  under  former  ordinances. 
As  we  have  said,  every  presumption  is  in  favor  of  the  legitimate 
exercise  of  the  rate  making  power,  and  it  is  not  to  be  presumed, 
without  proof,  that  a  company  is  under  the  necessity  of  making  up 
losses  and  expenditures  incidental  to  the  experimental  stage  of  its 
business.' 

"Here  the  evidence  showed  affirmatively  that  the  company  was  under 
no  such  necessity. 

"We  see  no  ground  for  interfering  with  the  action  of  the  Commission. 
The  order  is  affirmed." 


REFERENCES 
RATES 

614— Heating  and  Cooking. 

Relative  Cost  of  Natural  Gas,  Soft  Coal,  Coal  Oil,  Gasoline  and 
Electricity  for  Cooking.  Bulletin  of  the  Ohio  State  University. 
6  pages. 

The  data  obtained  from  a  series  of  tests,  made  in  the  Laboratory  of  the  Department 
of  Home  Economics,  Ohio  State  University,  Columbus,  Ohio,  showing  the  relative 
cost  of  natural  gas,  soft  coal,  coal  oil,  gasoline,  and  electricity,  for  cooking,  are 
given  in  tabulated  form.  The  relative  fuel  cost  for  the  five  different  fuels  in 
cooking  the  same  meal  is  show-n  graphically.  The  information  is  arranged  and 
presented  by  Samuel  S.  Wyer,  Consulting  Engineer,  Columbus,  Ohio. 

631— Cost  of  Supplies— Coal. 

Making  the  Rates  Carry  the  Coal  Cost.  Electrical  Woi'ld,  July  7, 
1917,  p.  12,  2  pages. 

The  present  high  cost  of  fuel  in  its  relation  to  electric  rates  is  discussed  in  this 
article.  Foreseeing  continued  large  recjuirements  of  power,  apprehensive  of  still 
higher  cost  of  coal  and  other  materials,  it  is  logical  that  the  companies  should 
take  steps  to  protect  themselves  by  increasing  rates,  particularly  rates  on  energy 
used  for  power  purposes,  as  such  rates  usually  provide  a  slender  margin  of  profit. 
The  method  adopted  by  many  companies  in  adjusting  rates  to  coal  cost,  is  the 
introduction  of  a  coal  clause  into  power  schedules.  This  makes  changes  in  rates 
precisely  as  coal  cost  advances  or  declines  from  the  normal  base  cost. 
A  partial  list  of  companies  which  are  making  increases  or  inserting  coal  clauses 
in  rate  schedules  is  given  in  the  article,  together  with  a  number  of  representative 
coal  clauses  which  are  now  in  effect. 
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INVESTMENT  AND  RETURN 

314 — Overhead  Charges. 

Valuation  of  Public  Service  Property — Overhead  Expense,  by 
A.  S.  B.  Little.     The  Gas  Age,  July  2,  1917.     p.  5,  5  pages. 

Mr.  A.  S.  B.  Little,  in  this  article,  has  analyzed  the  estimate  of  overhead  expenses 
presented  by  various  engineers  in  public  utility  valuation  cases,  commenting  upon 
the  amount  allowed  and  the  methods  of  handling  overhead  costs.  The  treat- 
ment of  overhead  charges  by  the  Illinois  Commission  in  the  Springfield  gas  case 
is  also  discussed. 

COURT  DECISION  REFERENCES 

112— Franchises. 

Vernon  Township  et  al.  v.  United  Natural  Gas  Co.,  Decision  of  the 
Supreme  Court  of  Pennsylvania.  Februarv  12,  1917.  100  Atlantic 
1007. 

A  predecessor  of  the  defendant  natural  gas  company  had  entered  into  an  agreement 
with  the  township  of  Vernon  to  furnish  without  charge  sufficient  gas  for  light  and 
fuel  for  ten  street  lights  and  two  schoolhouses  for  the  privilege  of  laying  its  pipes 
in  the  highways  of  the  to^\•nship.  This  contract  was  carried  out  for  a  number  of 
years,  but  the  defendant  refused  to  continue  free  service  to  the  township,  tendered 
a  bill  for  service  rendered,  and  threatened  to  discontinue  service  for  non-payment. 
The  township  filed  this  l)ill  for  an  injunction  to  restrain  such  action.  The  bill 
was  dismissed  in  the  lower  court  and  the  plaintiff  appealed.  The  chief  conten- 
tion of  the  defendant  is  that  the  township  was  without  authority  to  impose  re- 
strictions upon  the  giis  company  as  to  the  use  of  the  highways,  and  consequently 
the  contract  is  without  consideration  and  void.  The  Court  finds  that  the  town- 
ship authorities  have  a  voice  in  the  matter  of  the  character  of  the  pipes,  and  the 
method  of  laying  them,  where  there  is  a  question  of  safety  or  public  convenience 
involved,  and  saj's: 

"In  this  case  the  precise  subject  matter  of  the  dispute,  which  led  to  the  exe- 
cution of  the  agreement  in  ciuestion,  does  not  appear,  and,  the  contract  having 
been  lost,  we  are  deprived  of  the  benefit  of  whatever  recitals  it  contained. 
There  is  testimony,  however,  of  the  existence  of  rival  companies,  and  no  little 
contention  in  the  community  as  to  which  of  the  two  should  be  patronized  by 
persons  intending  to  become  users  of  gas  for  fuel  or  lighting  purposes,  and  also 
that  the  contract  in  question  granted  to  the  Meadville  Fuel  Gas  Company 
the  right  'of  laying  their  pipes  in  the  manner  most  expedient  and  feasible  to 
them  in  consideration  of  the  free  gas',  for  the  schools  and  the  ten  street  lights 
or,  as  another  witness  testified,  the  contract  granted  to  the  gas  company  the 
'privilege  of  laying  their  pipes  as  they  saw  fit',  without  restrictions,  in  con- 
sideration of  the  furnishing  of  free  gas.  While  the  gas  company  had  a  right 
to  petition  the  common  pleas  for  a  settlement  of  the  dispute,  and  was  under 
no  obligation  to  agree  to  furnish  free  gas  to  the  township  in  consideration  of 
the  privileges  above  mentioned,  it  chose  to  voluntarily  compromise  with  the 
supervisors,  and,  in  view  of  the  provisions  of  the  statute  cpioted  above,  we 
are  of  opinion  there  was  ample  consideration  to  sustain  their  agreement.  The 
contract  having  been  voluntarily  entered  into  and  carried  out  for  a  long  period 
of  years,  defendant,  as  the  successor  of  the  original  company  which  was  a  party 
to  the  contract,  is  not  without  standing  to  refuse  to  further  perform  its  obli- 
gations thereunder,  on  the  ground  of  want  of  consideration. 

"In  a  s\ipplemental  paper  book  appellee  argues  that  the  contract  in  question 
is  unenforceable  because  it  violates  the  act  of  .Jvily  26,  15)1.3  (P.  L.  1874),  relat- 
ing to  public  service  corporations,  and  prohibiting  discrimination  in  favor  of 
any  persons,   corporations,   or  locality,   with   respect  to  services  or  charges 
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therefor.  With  respect  to  this  contention  it  is  sufficient  to  say  that  no  question 
of  discrimination  or  violation  of  the  public  service  company  law  in  other 
respects  was  raised  by  the  pleadings  or  the  evidence  taken  in  the  court  below, 
and  conseciuently  that  question  is  not  now  before  us.  The  sole  matter  for 
determination  is  the  validity  of  the  contract  between  Vernon  township  and  the 
Meadville  Fuel  Gas  Company." 

The  decree  is  reversed  and  the  case  remitted  to  the  lower  court. 

226.2— Extension  of  Service. 

Zeilda  Forsee  Inv.  Co.  v.  St.  Jo.seph  Gas  Co.  Decision  of  the  Kansas 
City  Court  of  Appeals.  Missouri.  April  30,  1917.  Rehearing 
Denied  May  21,  1917.     195  Southwestern  52. 

From  the  statement  of  facts  in  this  case  it  appears  that  in  1907,  the  St.  Joseph 
Gas  Company  ceased  to  make  extensions  of  its  gas  mains  at  its  own  expense  and 
adopted  a  rule  recjuiring  persons  outside  the  district  in  which  mains  already 
existed,  but  within  the  city,  to  lay  such  extensions  at  their  expense.  The  plaintiffs, 
who  are  engaged  in  a  real  estate  business,  desired  an  extension  of  gas  mains  to  a 
section  of  the  city  being  developed  by  them,  and  the  plaintiffs  and  the  company 
entered  into  the  following  agreement: 

"The  St.  Joseph  Gas  Company  hereby  agrees  to  turn  the  gas  into  a  four-inch 
(4  inch)  pipe  laid  by  you  in  Twenty-Second  street  from  Jones  street  to  Lover's 
lane  (this  pipe  to  be" laid  under  the  rules  of  the  gas  company  governing  such 
work),  and  to  refund  to  you  one-half  of  the  amount  paid  for  gas  consumed  on 
the  above  line  of  main  for  a  period  of  three  years  from  the  time  the  gas  is 
turned  into  the  main;  provided,  however,  that  the  total  amount  so  refunded 
by  the  gas  company  shall  not  exceed  the  cost  of  said  work.  The  cost  of  said 
work  having  been  estimated  at  the  rate  of  fifty  cents  (50c)  per  foot,  that 
amoimt  is  agreed  upon  as  to  the  maximum  to  be  refimded  lay  the  gas  company 
in  any  event.  If  there  is  not  sufficient  gas  consumed  on  said  line  of  main  within 
said  "three  years  for  one-half  of  the  charge  of  same  to  fully  pay  the  agreed 
amount,  namely  fifty  cents  (50c)  per  foot,  the  vmpaid  balance  of  the  cost  of 
said  main  is  to  be  waived  by  you,  and  the  main  is  to  become  the  property  of 
said  gas  company.  The  computation  will  be  made  and  paid  at  the  end  of  the 
period  of  three  years  according  to  above  terms." 

The  plaintiff  now  complains  that  the  company  claims  to  own  the  extension  without 
having  paid  plaintiffs  any  consideration  therefor.  It  was  not  alleged  that  the 
defendant  has  not  carried  out  its  part  of  the  contract,  nor  that  the  defendant 
has  sought  to  evade  its  terms  and  has  not  paid,  or  is  imwilling  to  pay,  whatever 
is  due  plaintiffs  thereunder.  The  execution  of  the  contract  is  admitted,  but 
plaintiffs  allege  that  it  is  illegal  and  void,  and  they  ask  a  return  of  the  full  amoimt 
of  the  money  they  expended  mider  its  terms  in  constructing  said  main  together 
with  interest  thereon. 

The  Court  says: 

"The  only  facts  stated  are  that  defendant  is  a  public  service  corporation  en- 
gaged under  a  franchise,  in  supplying  gas  to  the  city,  that  plaintiffs  in  order  to 
develop  their  property  requested  defendant  to  extend  its  mains  thereto,  but 
that  defendant,  in  violation  of  law,  refused  to  do  its  duty  in  that  regard.  So 
that,  unless  it  was  defendant's  unconditional  or  absolute  duty  to  make  the 
extension  imder  those  circumstances,  the  defendant's  duty  to  accede  to  plain- 
tiff's recjuest  does  not  appear  from  the  petition.  We  think  it  is  apparent  from 
this  that  the  petition  is  bottomed  upon  the  theory  that  it  was  defend,ant's 
absolute  duty  to  make  the  extension  upon  recjuest  regardless  of  the  cost  of 
such  extension  or  the  prospect  of  return  thereon  and  regardless  of  any  other 
condition  or  consideration.  Of  cour.se,  it  is  only  upon  the  theory  that  it  was 
defendant's  legal  duty  to  make  the  extension,  and  that  plaintiffs  were  in  a 
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sense  compelled,  under  the  circumstances,  to  make  it  for  the  gas  company, 
that  the  contract  can  be  declared  void  or  the  money  paid  thereunder  be  re- 
covered. 

"The  rule  of  law  is  that: 

"A  gas  company  'is  not  bound  to  extend  its  mains  or  pipes  to  territory  not 
occupied  by  it,  unless  a  statute  or  a  bindin^i  ordinance,  its  charter  or  a  con- 
tract requires  it  to  do  so,  even  though  it  have  the  privilege  to  occupy  any 
street  or  all  the  streets  of  the  municipality.  But  the  matter  of  extension  of 
mains  almost  universally  is  governed  by  a  statute  or  the  company's  contract 
(usually  embodied  in  an  ordinance)  with  the  municipality.  Sometimes  the 
municipal  governing  body  has  the  power  to  order  and  enforce  an  extension 
of  the  mains;  and  in  other  instances  the  gas  company  is  bound  to  extend  a  main 
only  upon  application  of  a  certain  number  of  persons  agreeing  to  take  gas.' 
Thornton  on  Oil  and  Gas,  Section  529. 

"Even  where  the  matter  of  supplying  gas  to  property  not  abutting  upon  the 
company's  lines  is  regulated  by  statute,  a  condition  of  the  requirement  is  that 
the  property  be  'within  a  reasonable  distance',  and  what  is  reasonable  is  a 
question  for  the  courts.  Id.  Section  528.  In  the  case  at  bar,  the  distance, 
judging  from  the  expense,  must  have  been  great,  and,  of  course,  the  reason- 
ableness of  the  distance  would  be  largely  determined  by  the  number  of  cus- 
tomers likely  to  be  served  and  the  probable  revenue  derived  from  the  extension. 

"The  rule  set  forth  in  Thornton,  supra,  is  aimounced  in  Board  of  Water  Com'rs 
v.  Bloomfield,  84  Conn.  522,  SO  Atl.  794.  In  Village  of  Upper  Alton  v.  Alton 
Gas  etc.,  Co.,  165  111.  App.  .333,  one  of  the  grounds  for  sustaining  the  demurrer 
to  plaintiff's  petition  was  that  it  nowhere  alleged  that  a  sufficient  demand  for 
gas  existed,  in  the  extension  sought,  to  insure  the  company  a  reasonable  re- 
turn for  the  necessary  outlay.  In  Public  Service  Corp.  v.  American  Lighting 
Co.,  67  N.  J.  Eq.  122,  Loc.  cit.  131,  57  Atl.  482,  486,  it  is  held  that  the  obligation 
on  a  gas  company  to  lay  down  a  supply  pipe  to  furnish  gas  to  a  dwelling  or 
tenement  is  'subject  to  the  limitation  that  there  shall  exist  a  reasonable  ex- 
pectation that  the  consumption  of  gas  shall  be  sufficient  to  warrant  the  neces- 
sary preliminary  expenditure.' 

"In  Minneapolis  General  Electric  Co.  v.  City  of  Minneapolis  (C.  C.)  194  Fed. 
215,  219,  the  theory  that  it  was  the  absolute  duty  of  a  public  service  corporation 
to  extend  its  service  conduits,  whenever  requested,  was  denied;  and  it  was 
held  that  even  if  this  duty  were  enjoined  by  ordinance,  not  in  the  nature  of  a 
special  contract  with  the  corporation,  it  would  be  void  and  of  no  effect.  The 
same  ruling  is,  in  effect,  announced  in  Lawrence  v.  Richards,  111  Me.  95,  88 
Atl.  92,  47  L.  R.  A.  (N.  S.)  6.54,  and  in  Watson  v.  French,  112  Me.  371,  92  Atl. 
290,  L.  R.  A.  1915C,  355.  See  also  Smith  v.  Capital  Gas  Co.,  132  Cal.  209, 
64  Pac.  258,  ,54  L,  R.  A.  769.  The  right  of  an  inhabitant  of  a  municipality,  or 
of  the  inhabitants  of  a  particular  portion  of  it,  to  compel  a  water  company  to 
extend  its  mains,  is  not  an  absolute  and  imqualified  right  but  is  a  relative  one. 
Lukrawka  v.  Spring  Valley  Water  Co.  169  Cal.  318,  146  Pac.  640,  Aim.  Cas. 
1916D,  277." 

The  plaintiffs  in  their  petition  pointed  out  that  the  Missouri  Public  L'tilities 
Commission  had  declared  the  company's  rule  pertaining  to  extensions  of  service 
to  be  unjust.     The  court  says: 

"It  does  not  follow,  from  the  allegation  that  the  Public  I'tilities  Commission 
of  Missouri  has  decided  that  the  rule  which  the  company  adopted  in  reference 
to  the  extension  of  its  mains  was  unjust,  that  there  is  therefore  an  absolute 
duty  imposed  upon  the  company  to  make  extensions  under  any  and  all  circum- 
stances. A  rule  that  no  extensions  would  be  made  at  the  company's  exiiense 
under  any  circumstances  is  no  doubt  unjust,  but  that  is  a  very  different 
thing  from  the  rule  that  every  extension  nuist  be  made,  when  such  is  requested, 
no  matter  what  may  be  the  circumstances  or  conditions.  " 

The  trial  court  sustained  a  demurrer  to  plaintiff's  petition,  and  this  action  of  the 
lower  court  is  affirmed. 
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RATES 

COLUMBUS,  OHIO 

720— Rate  Schedules. 

CoLUMBu.s  Railway,  Power  and  Light  Company,  Columbus,  Ohio 
(Pop.  181,511).     Increase  in  Rates  for  Electric  Service,  June  21,  1917. 

In  the  announcement  to  its  customers,  the  company  states  that  the 
increases  in  certain  of  its  rate  schedules  are  due  to  the  continued  high 
price  of  coal.  The  increases  affect  the  rates  for  commercial  light  and 
power  and  the  power  schedules  which  are  given  below  revised  as 
of  June  21,  1917.  The  rate  for  automobile  charging  is  also  increased 
from  a  straight  line  meter  rate  of  5  cents  per  kilowatt  hour  to  6|  cents 
per  kilowatt  hour  of  current  consumed. 

COMMERCIAL  LIGHT  AND  POWER. 
Rate. 

8  cents  per  kilowatt  hour  for  all  energy  up  to  and  including  10  per  cent  of  the 
customer's  maximum  pos.sible  consumption  based  on  the  maximum  demand. 
5  cents  per  kilowatt  hour  for  all  additional  energy  consumed. 

Datermination  of  Demand. 

By  inspection,  full  connected  load  for  lighting 

90%  of  motor  installation  up  to  5  horsepower. 
80%  of  motor  installation  from  .5  to  10  horsepower. 
70%  of  motor  installation  from  10  to  20  horsepower. 
65%  of  motor  installation  from  20  to  .50  horsepower. 
60%  of  motor  installation  from  50  to  100  horsepower. 
55%  of  motor  installation  over  100  horsepower. 
60%  for  elevator  motors,  all  sizes. 

For  lighting  installations  over  10  kilowatts  and  power  installations  over  20 
horsepower  connected  the  Company  may  measure  demand. 

Quantity  Discount. 

I'i  cents  per  kilowatt  hour  for  all  energy  consumed  monthly  in  excess  of  1,000 
kilowatt  hours. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Prompt  Payment  Discount. 

1  cent  per  kilowatt  hour  upon  all  bills  paid  on  or  before  the  10th,  20th  or  30th 
of  each  month  for  the  preceding  month,  in  accordance  with  the  location  in 
the  City  of  Columljus  of  each  consumer  as  per  a  division  made  by  the  Council 
of  the  Cit}'  of  Columbus. 

Minimum  Charge. 

50  cents  per  month. 

POWER. 
Rate. 

Demand  Charge. 

Sl-25  per  kilowatt  of  ma.ximum  demand  per  month,  plus  an 

Energy  Charge  of 

2    cents  per  kilowatt  hour  for  the  first  2,500  kilowatt  hours  consumed  per 

month. 
1|  cents  per  kilowatt  hour  for  the  next  2,500  kilowatt  hours  consumed  per 

month. 
Ij  cents  per  kilowatt  hour  for  the  ne.\t  2,500  kilowatt  hours  consumed  per 

month, 
li  cents  per  kilowatt  hour  for  the  next  2,500  kilowatt  hours  consumed  per 

month. 

1  cent  per  kilowatt  hour  for  all  excess  over   10,000  kilowatt   hours  con- 
sumed per  month. 

Determination  of  Demand. 

Same  as  for  Commercial  Light  and  Power. 

Prompt  Payment  Discount. 

A  discount  of  5  per  cent  will  be  allowed  on  all  bills  paid  on  or  before  the  10th, 
20th  or  30th  of  each  month  for  the  preceding  month,  in  accordance  with  the 
location  in  the  City  of  Cohmibus  of  each  consumer  as  per  a  division  made  by 
the  Council  of  the  City  of  Columbus. 

Minimimi  Charge. 

The  Demantl  Charge. 

PRIMARY  POWER. 

Available  for  service  furnished  at  approximately  2.300  volts  or  higher.     Consumer 
to  furnish  all  transformation  apparatus  when  required. 

Rate. 

Demand  Charge. 

$1  25   per   month   per   kilowatt    of   maximum  demand  for  the  first   1,000 

kilowatts  of  demand. 
$1  00  per   month   per   kilowatt   of   maximum   demand   for  each  kilowatt 

of  maximum  demand  in  excess  of  1,000  kilowatts,  plus  an 

Energy  Charge  of 

2  cents  per  kilowatt  hour  for  the  first     2,500  kilowatt  liours  used  per 
month. 

Pi    cents  per  kilowatt  hour  for  the  next     2,500  kilowatt  liours  used  per 

month. 
11    cents  per  kilowatt   hour  for  the  next     2,500  kilowatt  hours  used  per 

month. 
1}    cents  per  kilowatt   hour  for  the  next     2,.500  kilowatt  hours  used  per 

month. 
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1      cent     per  kilowatt  hour  for  the  next  90.000  kilowatt  hours  used  per 

month. 
.85  cent   per  kilowatt  hour  for  the  ne.\t  200,000  kilowatt  hours  used  per 

month. 
.75  cent    per  kilowatt  hour  for  all  excess  over  300,000  kilowatt  hours  used 
per  month. 
Determination  of  Demand. 

Same  as  for  Conunercial  Light  and  Power. 

Prompt  Payment  Discount. 

A  discount  of  5  per  cent  will  be  allowed  on  all  bills  paid  on  or  before  the  10th, 
20th  or  30th  of  each  month  for  the  preceding  month,  in  accordance  with  the 
location  in  the  City  of  Columbus  of  each  consumer  as  per  a  division  made  by 
the  Council  of  the  City  of  Columbus. 

Minimum  Charge. 
The  Demand  Charge. 

COMMISSION  DECISIONS 
DISTRICT  OF  COLUMBIA 

300— Investment  and  Return. 

PoTOM.\c  Electric  Power  Company,  Determination  of  Fair  Rate  of 
Return  and  Investigation  of  Rates  For  Electric  Service.  Decision  of 
the  Public  Utilities  Commission  of  the  District  of  Columbia, 
Ordering  Changes  and  Reductions  in  Electric  Rates.  July  13,  1917. 
The  Commission  in  a  previous  order  fixed  the  value  of  the  property  of 
the  Potomac  Electric  Power  Company,  as  reported  in  11  Rate  Re- 
search 103,  119,  135.  Subsequently  hearings  were  held  to  determine 
what  is  a  reasonable  return  in  this  case  and  to  investigate  the  rates 
charged  for  electric  service. 

The  earnings  of  the  company  and  the  operating  expenses  outside  of  the 
District  of  ColumlMa  are  not  separately  accounted  for  on  the  Company's 
books  and  the  Commission,  in  considering  the  question  of  the  reason- 
ableness of  the  existing  rates,  found  it  necessary  to  include  in  the  value 
of  the  property  that  portion  located  outside  of  the  District  anil  the 
Commission  assumes  that  the  rate  changes  will  also  apply  to  the  elec- 
tric energy  outside  of  the  District. 

The  Washington  Railway  and  Electric  Company  owns  the  entire  capital 
stock  of  the  power  company  and  the  power  company  is  under  contract- 
ual obligations  to  furnish  power  for  operating  a  number  of  street  rail- 
ways owned  and  controlled  by  the  Washington  Railway  and  Electric 
Company.  The  Commission  finds  that  the  compensation  received  by 
the  power  company  for  the  service  rendered  the  street  railways  is  inade- 
quate, and  the  Commission  says: 

"On  the  assumption  that  the  railway  company  shoukl  pay  its  just 
proportion  of  the  reproduction  expenses  and,  in  addition  thereto, 
seven  per  cent,  on  the  amount  invested  in  jiroperty  of  the  power 
company  and  used  exclusively  for  railway  purposes,  and  depreciation 
on  this  investment  at  the  rates  prescribed  by  this  Commission  for 
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the  power  company,  the  amount  charged  upon  its  Ijooks  })y  the  rail- 
way company  for  power  during  1916  is  over  $220,000  less  than  the 
cost.  It  is  not  considered  fair  and  eciuitable  to  the  public  that  the 
power  company  should  charge  as  an  o)H'rating  expense  as  against  the 
public  this  portion  of  the  cost  of  generating  and  delivering  power  to 
the  railway  company.     .     .     . 

"If,  as  the  company  contends,  the  fact  that  the  railway  company 
guarantees  the  bonds  of  the  power  company  is  a  valuable  considera- 
tion, although  the  company's  witnesses  were  imable  to  place  any 
measure  of  money  value  vipon  such  consideration,  the  railway  com- 
pany is  sufficiently  recompensed  in  that  the  analysis  made  by  the 
Commission  has  provided  for  no  jirofit  to  be  made  b\'  the  power 
company  upon  the  electric  energy  manufactured  and  sold  to  the  rail- 
way company,  which  in  point  of  fact  constitutes  about  fifty  per  cent, 
of  the  entire  output  of  the  plant." 

With  regard  to  the  weight  to  be  given  the  contract  existing  between 
the  two  companies  the  Conunission  says: 

"The  Potomac  Electric  Power  Company  in  the  exercise  of  those 
rights  derived  from  public  authority,  which  enables  it  to  use  the 
public  streets  and  the  public  space  in  the  prosecution  of  its  business, 
is  under  the  primary  duty  to  furnish  its  product  to  the  jiublic  at 
reasonable  and  non-discriminatory  rates.  Whatevei-  might  have  been 
its  contractual  capacity,  if  it  had  been  an  entirely  indejiendent  cor- 
poration, it  is  the  opinion  of  the  Commission  that  such  contractual 
rights  could  not  be  extended  to  a  jioint  which  affectetl  this  jirimary 
duty.  If  it  has  contracted  or  shoukl  contract  in  such  a  way  that  its 
operating  expenses,  which  are  paitl  by  the  public,  are  unjust  to  the 
public,  it  is  the  duty  of  this  Commission  to  allow  to  it  as  one  of  the 
factors  entering  into  its  rates  only  such  operating  expenses  as  it 
should  properly  and  reasonably  pay.  If  this  company  had  entered 
into  conti-acts  for  coal  at  ten  times  its  usual  market  price,  or  for  any 
other  operating  item  at  ten  times  what  it  could  be  piu'chased  for  in 
the  open  market,  while  it  might  well  be  that  as  between  the  con- 
tracting parties  the  Commission  could  not  interfere,  it  is  not  con- 
ceivable that  it  could  consider  for  a  moment  the  contract  prices  as  a 
legal  operating  charge  ultimately  paid  by  the  public  in  rates.  If  the 
contrary  were  true,  every  public  utility  coidd,  by  the  exercise  of  its 
contract  power,  defeat  the  right  of  the  public  to  a  reasonable  rate, 
open  the  door  to  fraud  and  connivance  of  the  most  generous  propor- 
tions, and  make  the  duty  of  pul)lic  regulatory  bodies  a  farce.  No 
matter  what  iirivate  contract  may  be  entered  into  by  a  public  utility, 
the  public  is  entitled  untler  the  conunon  law  and  under  the  statutes 
to  receive  the  product  or  service  of  that  utility  at  a  just,  reasonable, 
and  non-discriminatory  rate 

"The  fact  that  all  of  the  stock  of  the  jiower  comjiany  is  owned  by  the 
railway  comjiany,  that  tiie  officers  and  boards  of  directors  of  the  two 
companies  are  the  same,  and  that   tlic  two  companies  do  not   deal 
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with  each  other  at  arm's  length  makes  it  unnecessary  for  this  Com- 
mission to  require  any  change  in  the  actual  method  of  payment  for 
power  produced  by  the  power  company  and  sold  to  the  railway  com- 
pany. The  duty  of  this  Commission  is  to  protect  the  pubUc  from 
unjust  and  unreasonable  charges,  and  this  duty  will  be  most  effect- 
ively and  most  expeditiously  performed  by  permitting  the  two  com- 
panies to  continue  to  exercise  their  wills  as  to  the  method  of  jjaymeiit 
for  power  sold  In*  the  one  to  the  other.  But  no  such  arrangement 
should  be  permitted  to  affect  the  inililic  which  consumes  the  power 
sold  by  the  power  Company  at  wholesale  and  retail  for  private  use. 
In  other  words,  the  inter-pocket  transfer  of  money  between  the  two 
companies  does  not  affect  the  principle  that  the  public  is  entitled 
to  rates,  tolls  and  charges  for  the  sale  of  electric  energy  which  are 
reasonable  and  just  and  which  are  based  upon  allowing  the  company- 
a  fair  return  upon  the  fair  value  of  its  property,  after  allowing  for 
proper  operating  expenses,  depreciation,  etc." 

340 — Rate  of  Return. 

From  its  in\('stigation  the  Conmiission  found  that  after  allowing  for  all 
proper  operating  expenses,  for  taxes,  for  uncollectible  bills,  for  amortiza- 
tion of  debt,  discount  and  expense,  and  for  depreciation  at  the  rates 
found  by  the  Commission  in  its  valuation  order,  the  net  amount  re- 
maining from  the  operating  revenues  in  1916  was  about  $1,388,000. 
Deducting  from  this  the  return  on  the  fair  value  of  the  property,  as  of 
December  31,   1916,  about  $821,170  (viz.  seven  per  cent,  on  approxi- 
mately $11,731,000),  there  remained  $.566,830,  representing  approxi- 
mately an  amount  by  which  the  rates  paid  by  the  consumers  of  the 
company  might  be  reduced,  assuming  that  the  operating  revenues  and 
operating  expenses  remain  the  same  as  in  1916.     The  Commission  say.s: 
"A  return  of  seven  per  cent,  will  enable  the  company  to  pay  the  in- 
terest   on    its    bonded    indebtedness    of    $7,000,000    amounting  to 
$350,000,  leaving  about  $471,170  availalile  for  dividend  and  other 
purposes.     On  the  present  outstanding  capital  stock  of  $6,000,000 
this  rejiresents  a  return  of  7.85  per  cent.,  or,  deducting  the  one  mil- 
lion dollars  issued  for  the  Great  Falls  power  site,  which  by  Order 
No.  208  (the  valuation  order)  is  excluded  from  the  fair  value  of  the 
property,  the  returA  l)ecomes  9.42  per  cent." 

720— Rate  Schedules. 

The  Commission  finds  that  changes  should  lie  made  in  the  lighting 

schedules  and  that  the  street  lighting  rates  are  excessive. 

"Other  scheduled  rates  are  deemed  not  unreasonable  at  this  time,  so 
that  the  application  of  a  horizontal  percentage  reduction  to  all  the 
schedules  would  not  be  fair." 

The  following  is  an  outline  of  the  changes  and  reductions  ordered  by 

the  Commission : 

1.     The  maximmn  rate  for  current  is  to  be  reduced  from  10  cents  to  8 

cents  per  kilowatt  hour,  with  corresponding  retluctions  in  schedules 
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where  the  secondary  rates  are  in  excess  of  8  cents  per  kilowatt  hour. 

2.  The  minimum  monthly  charge  is  to  b(^  reducpd  from  $1.03  to  7.5 
cents. 

3.  In  the  Retail  Lighting  Schedule,  the  maximum  or  inimary  rate  of 
8  cents  is  to  apply  to  the  first  60  hours'  use  of  connectetl  load  whereas 
the  former  rate  of  10  cents  applied  to  120  hours'  use  of  connected  load 
monthly.     The  secondary  rate  remains  at  5  cents  per  kilowatt  hour. 

4.  The  rates  for  street  lamps  are  to  be  reduced  10  per  cent. 

The  company  is  required  to  file  schedules  revised  in  accordance  with 
the  Commission's  order,  the  changes  to  take  effect  August  1,  1917. 
The  revised  schedules  will  be -given  in  a  later  issue  of  R.\te  Research. 

In  conclusion  the  Commission  says: 

"The  Commission  estimates  that  the  changes  and  reductions  indi- 
cated above  will  reduce  the  gross  annual  revenue  of  the  respoiulent 
company  approximately  -$320, 000.  It  is  further  estimated  that  when 
reduced  by  this  amoimt  the  revenues  of  the  company,  even  undei- 
abnormal  conditions  now  existing  and  after  allowing  for  increased 
operating  expenses,  will  yield  a  return  in  excess  of  seven  per  cent,  on 
the  fair  value  of  the  property  of  the  company." 

INDIANA 

631— Cost  of  Supplies— Coal. 

MuNciE  Electric  Light  Comp.\ny,  Application  For  Authority  to 
Supplement  Certain  of  its  Power  Rates  by  a  Coal  Clause.  Decision 
of  the  Indiana  Public  Service  Commission,  Providing  For  a  Temporary 
Increase  in  Rates  for  Large  Power.     June  30,  1917. 

The  Muncie  Electric  Light  Company  applied  to  the  Commission  for 
authority  to  put  in  effect  an  amendment  to  its  power  schedules  in 
Muncie,  Normal  City,  Riverside  City,  Shideler,  Eaton,  Hartford  City, 
Dunkirk  and  Redkey,  to  jnovide  for  adjustment  to  meet  the  increased 
cost  of  coal.  The  company  submitteil  a  coal  clause  which  provided 
that  for  each  5  cent  decrease  in  the  average  monthly  cost  of  coal  below 
SI. 3.5  per  ton  there  would  be  deducted  each  month  from  the  bills  under 
certain  power  rates  .15  mill  per  kilowatt  hour;  anil  for  each  increase  in 
the  average  monthly  cost  of  coal  above  SI. 90  per  ton  there  would  be  added 
each  month  to  bills  under  the  power  rates  .15  mill  per  kilowatt  hour. 
No  protests  from  power  users  were  heard  by  the  Commission.  The 
Commission  said: 

"The  mere  acquiescence  of  patrons  or  consumers,  or  of  towns  or 
cities,  in  the  increase  of  rates  does  not  constitute  sufficient  ground 
or  warrant  in  itself  for  such  increase.  The  theory  of  regulation  of 
pulilic  utilities,  however,  is  basetl  on  the  principle  of  full  justice 
to  lioth  the  public  utility,  on  the  one  hand,  and  to  the  people  served 
on    the    other,    and    tlie    Shively-Six-ncer    I'tility    Commission    law 
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embodies  in  its  text,  provisions  and  spirit,  that  theory.  The  three 
hearings  held  on  this  petition,  before  acting  on  it,  have  indicated 
strongly  that  this  princijile  of  consideration  of  less  favorable  con- 
ditions to  the  operating  company,  which  arc  thought  to  be  temporary, 
is  fully  accepted  and  applied  by  the  power  consumers  on  the  Imes 
of  said  company. 

"The  Public  Service  Commission  of  Indiana  is  not  disposed  to  do 
either  of  two  things  in  this  case.  First,  it  is  not  disposed  to  make 
any  change  in  the  existing  schedules  of  said  company  and  is  therefore 
not  disposed  to  accept  the  proposed  plan  of  the  company  to  add 
to  such  schedules  said  proposed  supplementary  schedule  based  on 
fluctuations  in  the  price  of  coal.  The  adoption  of  such  a  graduated 
supplementary  schedule  would  raise  the  question  of  whether  the 
existing  rates  had  been  changed  and  the  Commission  would  not  make 
changes  of  such  magnitutle  without  taking  elaliorate  valuations. 
There  would  also  be  involved  the  consideration  of  many  other  and 
collateral  questions  incident  to  the  operation  of  a  central  generating 
power  station  sujiplying  a  number  of  towns  and  cities  and  the  just 
claims  of  an  overhead  and  parent  company  such  as  the  American 
Gas  and  Electric  Company,  which,  in  this  instance,  has  the  relation 
of  a  parent  company. 

"Second,  the  Public  Service  Commission  of  Indiana  is  not  now 
disposed  to  pass  on  from  public  utility  companies  that  are  prosperous 
and  have  enjoyed  fat  years,  to  consumers — whether  they  be  large 
power  consumers  or  small  domestic  consumers — all  of  the  financial 
burdens  incident  to  conditions  which  are  widely  held  to  be  incident 
to  war  times.  The  Public  Service  Commission  of  Indiana  is  not 
disposed  either  to  thus  pass  on  through  such  companies  to  such 
consumers  the  full  burden  imposed  by  the  prices  of  fuel  which  this 
company  alleges  are  extraordinary  ami  unprecedented. 

"On  the  other  hand,  the  Public  Service  Commission  of  Indiana, 
does  not  think  it  equitable  in  this  case  for  the  public  utility  company, 
whose  rates  for  power  are  not  higher,  to  bear  all  of  the  load  of  the 
increased  cost  of  coal.  It  believes  that  the  company  has  shown  a 
spirit  of  consideration  in  not  proposing  that  the  burden  from  which 
it  seeks  relief  he  ])laced  in  any  measure  on  the  small  consumers  of 
electric  energy,  eithei-  for  lighting  or  power,  or  even  on  larger 
consumers  of  light,  but  seeks  to  place  it  on  a  low  schedule  of  power 
rates. 

"Comparison  showed  that  the  rates  charged  for  power  by  this  com- 
pany are  low.  The  character  of  these  power  rates  is  best  indicated 
in  that  in  times  of  normal,  or  even  low,  prices  for  coal  and  other 
materials,  the  company  has  been  able  to  eliminate  the  competition 
of  private  steam  power  generating  plants  to  such  an  extent  that, 
as  testified  in  the  hearings,  'this  company  furnishes  ninety-five 
per  cent  of  the  power  that  is  used  in  the  city  of  Muncie,  practically 
every  institution  in  Muncie  that  can  use  it  at  all,  uses  it.' 

"The  audit  of  the  records  of  the  company  and  reports  of  the  parent 
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American  Gas  and  Electric  Company  revealed  that  such  a  ])olicy 
has  been  profitable — that  a  big  power  business  has  been  built  up 
in  Muncie  and  other  cities,  towns  and  villages  served;  that  this 
power  service  now  constitutes  more  than  sixty  percent  of  the  business 
of  the  company  and  that  it  is  rapidly  increasing  under  this  policy. 
The  attitude  of  the  big  power  consumers  that  would  be  affected 
by  the  petition  of  the  company,  also  tends  to  indicate  that  the  com- 
pany's policy  has  not  been  such  as  to  be  adverse  to  the  building  up 
of  a  big  power  business.  It  is  to  be  presvuned  that  the  same  policy 
will  govern  the  company  in  the  months  to  follow. 

"The  Commission's  audit  of  the  records  of  the  company  reveals 
that  it  has  built  up  a  profitable  business — that  it  has  enjoyed 
prosperous  years,  and  that  after  discharging  all  ol)ligations  and 
setting  aside,  as  required  by  the  Shively-Spencer  Utility  Commission 
law,  a  proper  amount  for  depreciation,  it  has  had  a  net  earning 
sufficient  to  pay  good  dividends  on  the  one  million  dollars  of  out- 
standing capital  and  at  this  time,  in  meeting  an  imusual  condition, 
in  a  temporary  manner,  the  Commission  does  not  pass  judgment 
on  the  capitalization  of  the  company  as  woukl  be  done  in  fixing  a 
permanent  rate.  Without,  in  this  order,  going  back  further  than  a 
year,  the  records  of  the  company  indicate  for  the  last  six  months 
of  1916,  a  net  profit  sufficient  to  pay  7.64  percent  on  the  capital 
stock,  but  that  in  the  first  four  months  of  1917,  the  increased  cost 
of  coal  had  been  such  as  not  only  to  absorb  all  possilile  jjrofit  from 
a  greatly  increased  consumption  of  electricity  but  it  had  reduced  the 
net  profits  for  the  four  months  to  $5,865.29  or  to  a  point,  figured 
on  a  percentum  per  annum  basis  that  would  yield  1.76  percent. 

"A  mere  audit  of  the  books  does  not  reveal  the  soundness  or  reason- 
ableness of  outstanding  bonds,  stocks  and  other  forms  of  credit, 
and  the  Commission  in  this  measure  of  temporary  and  limited 
relief  again  states  that  it  does  not  at  this  time  presume  to  pass  on 
these,  nor  is  it  called  on  by  anyone  affected,  or  in  such  a  time  of 
pressure,  to  do  so  in  this  case  if  such  relief  does  not  change  the  existing 
rate  which  the  Commission  does  not  intend  to  disturb  at  this  time. 
The  audit  does  reveal,  however,  conditions  which  the  Commission 
takes  into  account,  among  them  being  a  material  increase  in  pay- 
ments made  to  the  parent  American  Gas  and  Electric  Company. 
If  the  relief  given  should  fall  short  of  the  hopes  of  the  company, 
the  Commission  will  rely  on  certain  sacrifices  on  the  part  of  this 
parent  company  so  far  as  its  charges  against  the  Muncie  Electric 
Light  Company  are  concerned.'' 

The  Commission  finds  that  if  the  company  were  permitted  to  make 
"a  ten  per  cent  sur-charge  on  account  of  higher  cost  of  operation 
because  of  pi'ices  charged  for  fuel  during  war  times,"  it  wouUl  provide 
an  estimated  revenue  of  5.56  per  cent  per  year  on  the  company's 
capital  stock. 

"Such  a  ten  ])ercent  sur-charge  might,  and  undoubtedly  will,  in 
some  instances  and  under  some  conditions,  present  certain  unequit- 


11        Rate     Research  251 


able  featuios  not  iiresentcd  by  the  more  complicated  proposed 
supplemental  schedule.  It,  however,  possesses  some  distinct  advan- 
tages, not  least  of  which  is  that  it  takes  the  form  of  a  definite  temporary 
sur-charge,  chargeable  to  increased  price  of  coal  in  war  times,  to  be 
added  to  an  undisturbed  pi-esent  rate;  such  sur-charge  to  be 
changed  or  abolished  at  any  time  by  the  Commission.  Also,  it 
fixes  a  definite,  rather  than  imposes  an  unknown,  addition  to  power 
bills,  which  should  be  more  desirable  to  consumers  and  which  would 
result  in  simplifying  rather  than  making  more  complicateil  accounting 
and  rendering  of  bills.  It  will  be  Isetter  understood  by  every- 
body.    .     .     . 

"Such  sur-tax  will  probably  not  jjroduce  net  earnings  to  maintain 
dividends  at  as  high  a  rate  as  had  been  paid  in  the  past,  and  this, 
the  Commission  does  not  in  this  case  seek  to  do  inasmuch  as  it  l^clieves 
that  the  tax  imposed  by  higher  prices  for  coal,  or  the  liurden  incident 
to  the  war,  shall  not  be  shifted  entirely  by  such  companies  on  to 
consumers,  lie  they  either  small  domestic  consumers  who  cannot 
'pass  said  costs  along'  or  to  large  power  users  who,  in  manufacturing 
wares,  or  otherwise,  may  still  further  distribute  said  unusual  costs, 
they  finally  coming  back  on  the  mass  of  the  people. 

"The  efforts  sought  in  this  order  shall  be  to  give  the  company  a 
measure  of  relief  but  not  to  free  it  from  some  of  the  liurdens  growing 
out  of  present  conditions." 

The  company  is  permitted  to  add  to  power  bills  in  the  cities  above 
mentioned  "a  flat  arbitrary  ten  per  cent  sur-charge"  on  July  1,  1917, 
the  same  to  run  until  January  1,  1918,  or  until  such  time  as  revokecl 
or  revised  by  the  Commission.  The  sur-charge  is  not  to  apply  to 
lighting  rates  or  to  rates  for  small  power  purposes. 


WISCONSIN 

720— Rate  Schedules. 

W1SCON.SIN-M1NNESOTA  Light  and  Power  Company,  Investigation  of 
Rates  for  Electric  Service  in  Mondovi,  Wisconsin.  (Pop.  1,325.) 
Decision  of  the  Wisconsin  Railroad  Commission,  Approving  Change 
in  Rates.     March  5,  1917. 

The  Commission  authorized  the  company  to  continue  in  effect  certain 
rates  for  commercial  lighting  based  on  active  connected  load  which 
had  been  substituted  for  a  block  meter  rate.  The  new  rates  are  as 
follows : 

COMMERCIAL  LIGHTING. 
Rate. 

12J  cents  per  kilowatt-hour  for  tlic  tinst  ,50  liours'  u.se  per  month  of  active 
connorted  Ujarl. 

8  cents  per  kilowatt-hour  for  tlie  ncxl  .")0  hours'  use  per  month  of  active  con- 
nected load. 
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4|  cents  per  kilowatt-hour  for  all  over  100  hours'  use  per  month  of  active  con- 
nected load. 

Determination  of  Active  Connected  Load. 

Class  A,  residences,  dwellings,  flats  and  private  rooming  houses.  Where  the 
total  connected  load  is  eciual  to  or  less  than  500  watt  nominal  rated  capacity, 
()0  per  cent  of  such  total  comiected  load  shall  be  deemed  active.  Where  the 
installation  exceeds  500  watts  nominal  rated  capacity,  33j  per  cent  of  such  part 
of  the  total  connected  load  over  and  above  500  watts  shall  be  deemed  active. 

Class  B.  Banks,  barber  shops,  garages,  offices,  stores,  restaurants,  theaters, 
sign  and  window  lighting,  etc.  In  this  class  80  per  cent  of  the  total  connected 
load  shall  be  deemed  active,  except  sign  and  window  lighting,  33j  per  cent  of 
which  shall  be  deemed  active. 

Class  C.  Asylum,  armory,  blacksmith  shops,  churches,  factories,  hotels, 
hospitals,  public  buildings,  schools,  warehouses,  etc.  In  this  cla.ss  55  per 
cent  of  the  total  connected  load  shall  be  deemed  active. 

Minimum  Charge. 

75  cents  per  month  for  each  meter  connected. 


PENNSYLVANIA 

224— Rates. 

Schuylkill  Electric  Comp.wy,  Application  for  Api^roval  of  Street 
Lighting  Contract.  Deci,sion  of  Pexnsyl\  ani.\  Public  Service 
Commission,   Dismissing  the  Application.     June  5,    1917. 

The  municipality  advertised  for  proposals  for  the  lighting  of  its  streets 

providing  that   "the  successful  bidder  must  further  agree  to  supply 

electric  current  to  the  residents  of  said  Ijorough  for  jirivate  use  at  a 

rate  not  to  exceed  twenty-five  cents  for  each  16-candle  power  light." 

These  rates  for  domestic  lighting  were  to  continue  for  a  period  of  ten 

years. 

The  Commission  says: 

"It  is  therefore  apparent  from  the  recjuest  of  the  borough  for  pro- 
posals, from  the  ordinance,  and  from  the  contracts  themselves,  that 
one  of  the  considerations  for  the  execution  of  the  street  lighting 
■contract  is  the  agreement  of  the  company  to  furnish  current  for 
domestic  lighting  at  a  fixed  rate  for  a  period  of  ten  years.  The 
regulation  of  the  just  and  reasonable  charges  to  be  paid  by  the 
public,  has,  by  the  Public  Service  Company  Law,  been  placed  in 
the  hands  of  this  Commission,  and  there  is  no  evidence  presented 
to  us  as  to  the  reasonableness  of  the  charge  for  domestic  lighting 
proposed  to  be  fixed  by  this  contract,  nor  is  it  at  all  likely  that  evi- 
dence could  be  produced  to  show  that  such  charge,  if  reasonable 
at  the  present  time,  will  continue  to  be  reasonable  during  the  term 
of  the  contract.  The  fixing  of  rates  for  service  to  the  public  should 
at  all  times  remain  in  the  control  of  this  Commission,  and  the  Leg- 
islatiu-e  has  clearly  indicated  that  the  public  policy  of  the  State  is 
oppo.sed  to  the  regulation  of  rates  by  private  contract. 
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"Inasmuch,  therefore,  as   the   contract   for   street  hghting  and  the 
contract  for  domestic  lighting  are  inseparably  connected,  we  are 
of  the  opinion,  and  find  and  determine  that  it  is  neither  necessary 
nor  projier  for  the  service,  accommodation,  convenience  and  safety 
of  the  public  that  either  of  the  contracts  above  mentioned  be  ap- 
proved." 
Two  companies  entered  bids  for  the  street  lighting  contract  and  the 
municipality  accepted  the  higher  of  the  two  bids.     The  unsuccessful 
bidder  entered  a  protest  against  the  ajiproval  of  the  contract. 

"The  protesting  company  in  this  case  offered  to  furnish  the  street 
lighting  at  prices  which  were  slightly  lower  than  those  offered  by 
the  applicant  and  accepted  by  the  borough,  and  the  protestant 
contends  that  for  this  reason  the  contract  for  street  lighting  should 
not  be  approved  by  this  Commission.  The  testimony  indicates 
that  the  borough  authorities  made  an  investigation  of  the  facilities 
and  services  of  the  two  companies  and  concluded  that  it  was  to  the 
best  interests  of  the  borough  to  accept  the  higher  bid.  In  ^'iew  of 
this  evidence  the  action  of  the  officials  cannot  be  said  to  have  been 
arbitrary  or  to  have  resulted  in  a  contract  which  is  imjust  or  improper 
for  the  public  accommodation  and  con\enience,  and  the  C'om- 
mission  does  not  feel  bound  to  disapprove  a  contract  for  the  sole 
reason  that  a  lower  price  was  offered  by  an  unsuccessful  bidder. 
All  the  circumstances  connected  with  the  service  will  be  considered 
in  each  case,  and  the  discretion  exercised  by  the  public  officials  will 
be  reversed  only  where  the  Commission  is  con\inced  that  such 
reversal  is  necessary  or  proper  under  the  Public  Service  Company 
Law.  In  the  present  case  the  Commission  would  appro\e  the 
street  lighting  contract  entered  into  by  the  borough  and  the  applicant 
if  the  same  had  not  been  bound  up  with  the  contract  for  domestic 
lighting." 

OHIO 


450 — Value  of  Service  Theory. 

Kent  Water  and  Light  Company,  Investigation  of  Rates  for  Water 
Service.  Decision  of  the  Ohio  Public  Utilities  Commission,  Dis- 
missing Application  for  Rehearing  on  Previous  Order  Fixing  Rates. 
April  20,   1917. 

After  having  considei-cd  the  cost  of  furnishing  the  service,  the  Com- 
mission said: 

"The  value  of  the  service  is  to  be  considered  in  a  rate  case  as  an 
element,  and  that  value  is  reflected  more  or  less  by  what  such  service 
is  usually  furnished  for  by  other  companies  to  other  consumers 
under  similar  circinnstances.  The  present  rates  fixed  for  this 
company  are  about  the  average  cliarged  by  companies  furnishing 
a  like  service  in  other  municipalities  of  like  size." 
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WISCONSIN 

531 — Prompt  Payment  Discount. 

City  of  Sparta  v.  Monroe  County  Telephone  Company,  Investiga- 
tion of  Rates  for  Telephone  Service.  Decision  of  the  Wisconsin 
Kailroad  Commission,  Fixing  Rates.     February  21,   1917. 

In  determining  reasonable  rates  for  telephone  service  in  this  case,  the 
Commission  says : 

"The  company  has  also  applied  for  the  addition  of  25  cents  per 
month  on  all  rates,  the  .same  to  be  discounted  to  the  subscriber  if 
his  bill  is  paid  at  the  secretary's  office  during  the  current  month. 
It  appears  from  the  records  of  the  company  that  considerable  diffi- 
culty has  been  experienced  in  making  collections,  and  a  large  amount 
of  rentals  are  continually  outstanding.  A  utility  is  entitled  to  the 
money  it  has  earned  and  such  a  provision  in  its  rate  schedule  as 
will  insure  reasonably  prompt  collections  and  will  yet  not  amount 
to  an  unreasonalile  burden  upon  those  subscribers  who  find  it 
impossible  to  pay  within  the  required  period,  is  entirely  legitimate. 
Twenty-five  cents  per  month  ajipears  reasonable  for  city  subscribers 
for  which  billing  is  made  monthly.  It  appears  to  be  the  practice 
of  the  company  to  bill  rural  subscribers  quarterly.  The  aijplicant 
will  be  authorized  to  bill  its  rural  subscribers  at  a  gross  rate  of  75 
cents  above  the  net  rate  per  quarter  for  such  suliscribers,  this  gross 
rate  to  be  .subject  to  a  discount  of  75  cents  if  paid  during  the  first 
month,  50  cents  if  paid  during  the  second  month  and  25  cents  if 
paid  during  the  third  month  of  the  quarter." 

WISCONSIN 
226.2 — Extension  of  Service. 

BOOTH-SCHUMAKER    MANUFACTURING    COMPANY    et    al.    V.     WlSCONSIN- 

Minnesota  Light  and  Poweb-  Company  et  al.  Petition  for  Extension 
of  Service.  Decision  of  the  Wisconsin  Railroad  Commission,  Dis- 
missing the  Petition.     November  24,  1916. 

The  Commission  held  that  under  the  conditions  in  this  case  it  would 
not  be  reasonable  to  reciuire  the  company  to  make  the  desired  extension 
of  its  mains.     The  Commission  said,  in  part : 

"Regarding  the  duty  of  a  public  utility  to  make  extensions  to  its 
system  to  serve  new  customers,  the  Commission  in  Beloit  W.  G.  &  E. 
Co.  V.  City  of  Beloit,  1910,  5  W.  R.  C.  R.  617,  632,  said: 

"  'A  water  works,  for  instance,  may  earn  relatively  less  in  more 
sparsely  settled  residence  sections,  where  customers  are  fewer  and 
smaller  users,  than  in  the  more  thickly  settletl  sections,  where  the 
customers  are  much  more  numerous  as  well  as  much  larger  users. 
But  so  long  as  it  deri\es  something  in  the  way  of  return  from  the 
investment  from  the  former  sections,  and  a  reasonable  return  from 
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the  business  as  a  whole,  we  think  it  is  vnuler  obhgations  to  furnish 
the  service  and  to  make  necessary  and  reasonable  extensions  to  that 
end.' 

"It  is,  however,  apparent  that  a  utility  cannot  be  required  to  extend 
its  system  indefinitely,  for  the  investment  would  ultimately  become 
so  large  that  the  cost  of  the  service  to  all  the  customers  would  be 
prohibitive. 

"The  relation  which  the  revenue  from  an  extension  should  bear  to 
the  cost  of  the  extension  cannot  be  broadly  stated  because  the  con- 
ditions under  which  extensions  are  made  vary  greatly.  In  some' 
cases  it  might  be  reasonable  to  require  an  extension  to  be  made 
when  only  a  meager  return  would  be  earned  on  the  investment. 
However,  where  little  or  no  development  can  be  expected  greater 
caution  should  be  exercised  in  ordering  extensions,  for  in  some 
cases  it  would  be  unfair  to  load  upon  present  customers  the  cost  of 
making  and  maintaining  long  and  expensive  extensions  which  would 
serve  onlv  a  few  customers." 


REFERENCES 
RATES 

630— Cost  of  Supplies. 

Caution  Against  Hasty  Rate  Increases.  Editorial,  Electrical 
Review,  July  14,  1917.     p.  62. 

It  is  urged  that  careful  consideration  be  given  each  case  before  making  the  move 
to  increase  rates  for  electric  service.  It  is  pointed  out  that  the  past  record  of 
steadily  lowered  rates  for  electricity  and  steadily  increased  efficiency  of  utilization 
are  a  most  emphatic  argument  for  the  extension  of  electric  service,  and  that, 
while  it  is  very  likely  that  rate  increases  will  and  properly  should  be  granted  in 
many  instances,  it  should  not  be  resorted  to  except  upon  necessity.  In  con- 
clusion the  editorial  says: 

"At  any  rate,  let  us  proceed  with  caution  before  spoiling  one  of  the  most 
convincing  argimients  that  electricity  has  secured  through  the  developments 
of  countless  inventors.  War  times  are  always  abnormal,  and  this  is  the  most 
abnormal  war  ever  fought.  War  conditions  are  themselves  bringing  about  an 
exceptional  increase  in  the  uses  of  electricity.  Let  us  make  these  increased 
uses  permanent,  and,  if  it  is  at  all  possible,  let  us  keep  the  price  of  electric 
service  from  going  up  in  spite  of  all  higher  costs.  At  the  close  of  the  war 
what  more  splendid  record  could  the  electrical  industry  point  to  with  justifiable 
pride  than  that  it  had  rendered  greatly  increased  service,  and,  despite  very 
serious  difficulties,  at  no  higher  cost." 

PUBLIC  SERVICE  REGULATION 

253 — Commission  Reports  of  Decisions. 

Missouri  Public  Service  Commission  Reports,  Volume  4.     777  pages. 

The  Commission  has  issued  its  fourth  report  of  decisions.  The  volume  contains 
the  opinions  and  orders  of  the  Commission  for  the  period  from  March  25,  1916,  to 
March  9,  1917. 
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GENERAL 

920 — Economy  and  Efficiency. 

The  Extension  of  Electrical  Systems  in  England.  Commerce 
Reports,  July  13,  1917.     p.  151. 

"Much  attention  is  being  given  to  the  investig.ation  and  recommendations  of  the 
committee  appointed  by  the  board  of  trade  to  report  upon  the  possibilities  of 
extending  and  interconnecting  various  sources  of  supply  and  providing  economical 
and  convenient  electric  power  for  British  industries.  The  full  report  of  the 
committee  is  not  yet  available,  but  a  great  deal  of  discussion  upon  the  subject 
has  recently  appeared  in  the  English  press.  It  is  suggested  that  a  national  power- 
distribution  system  is  as  important  as  national  railway,  road,  telegraph,  and 
telephone  systems,  and  stress  is  laid  upon  the  advisability  of  insuring  that  there 
shall  be  an  adeciuate  and  economical  supply  of  power  for  all  classes  of  consumers 
in  the  United  Kingdom,  particularly  industries  that  depend  upon  a  cheap  supply 
of  power  for  their  development.  The  intercommunication  of  existing  municipal 
electrical  pLants  and  the  establishment  of  central  generating  stations  are  among 
the  cjuestions  now  being  given  practical  attention. 

"X  preliminary  statement  recently  made  by  the  Committee  of  Investigation 
embodies  the  following  conclusions,  as  reported  by  the  Yorkshire  Post: 

"1.  That  when  British  indvistry  is  subject  to  the  test  of  keen  international 
competition  after  the  war,  its  success  will  depend  upon  the  adoption  of  the 
most  efficient  methods  and  machinery,  so  as  to  reduce  manufacturing  costs  as 
much  as  possible. 

"2.  That  a  highly  important  element  in  reducing  costs  will  be  the  general 
extension  of  the  use  of  electric  power  supplied  at  the  lowest  possible  price, 
and  it  is  by  largely  increasing  the  power  used  in  industry  that  the  average 
output  per  head,  and  as  a  consecjuence  the  wages  of  the  worker,  can  be  raised. 

"3.  That  the  present  system  under  which  a  supply  of  electricity  is  provided 
in  a  large  number  of  small  areas  by  separate  authorities  is  the  result  of  a 
policy  adopted  at  a  time  when  the  applied  science  of  electrical  engineering 
was  in  its  infancy,  and  is  incompatible  with  anything  that  can  now  be  accepted 
as  a  technically  sound  system. 

"4.  That  the  interconnection  of  existing  supply  stations  recommended  by 
the  board  of  trade  in  their  letter  of  May  25,  1916,  however  desirable  in  itself, 
can  not  alone  meet  the  requirements  of  the  situation. 

"5.  That  a  comprehensive  system  for  the  generation  of  electricity,  and 
where  necessary  reorganizing  its  supply,  should  be  established  as  soon  as 
possible." 

900— General. 

The  Utilities  Mazagine.     .July,  1917.     32  pages. 

The  .luly  issue  of  The  Utilities  Magazine  contains  the  following  articles: 

"The  Argument  Before  the  Interstate  Commerce  Commission  in  the  Fifteen 
Per  Cent  Case,  June  12,  1917,"  by  Clifford  Thorne;  "Why  Railroads 
Demand  I'ederal  Incorporation,"  by  Laurence  B.  Finn;  "The  Cincinnati  Kapid 
Transit  Plan,"  by  S.  Gale  Lowric;  "Shall  the  Price  of  Gas  Change  Proportion- 
ately with  Heating  Value?"  a  digest  l)y  Clyde  Lyndon  King  of  the  report  ni.-ide 
by  the  Xational  Bureau  of  ."Standards  to  the  City  of  Chicago  and  the  Peoples' 
(!as  Light  and  Coke  Conijiany  on  the  relative  usefulness  of  gas  of  the  ([uality 
now  supplied  in  Chicago,  as  compared  with  gases  of  lower  heating  value;  ".Municipal 
Ownershi])  Develoi)metit."  by  Evans  ('lark;  .and  "The  Interstate  Commerce 
Commission  .Shifts  from  the  Consumer  a  Tax  of  .$750,000  Daily,"  by  Clyde  L.  King. 
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COMMISSION  DECISION 
OfflO 

300 — Investment  and  Return. 

Ashtabula  Gas  Company,  Application  for  Determination  of  Just  and 
Reasonable  Rates  for  Natural  Gas  Service.  Decision  of  the  Ohio 
Public  Utilities  Commission,  Fixing  Rates.  April  24,  1917. 
The  Ashtabula  Gas  Company  appealed  to  the  Commission  from  the 
ordinance  of  the  City  of  Ashtabula  fixing  rates  for  natural  gas  service, 
and  asked  that  the  Commission  determine  reasonalile  rates  for  the 
service.  The  petitioner  purchases  its  supply  of  natural  gas  from  the 
Northeastern  Oil  and  Gas  Company,  which  in  turn  purchases  from  the 
Clarion  Gas  Company,  under  terms  fixed  by  contract  between  the 
companies  in  each  case.  The  Ashtabula  company  asked  that  the 
Northeastern  Company  be  made  a  party  to  the  proceeding.  The 
Northeastern  Company  disclaimed  any  interest  in  the  proceedings, 
and  contended  that  it  was  not  a  proper  party,  but  the  Commission 
overruled  the  objection  and  held  the  Northeastern  Company  to  be  a 
proper  party. 

In  addition  to  furnishing  gas  to  the  petitioner,  the  Northeastern  Com- 
pany acts  as  a  distributing  company  in  the  Village  of  Geneva  and  City 
of  Conneaut,  in  which  municipalities  the  reasonableness  of  the  ordinance 
rates  for  natural  gas  service  are  also  in  question. 

The  Commission  says: 

"It  is  not  an  unusual  thing  for  two  or  more  gas  companies  to  con- 
tract for  the  production,  transportation  and  distril)ution  of  natural 
gas,  each  taking  a  portion  of  the  gross  receipts;  and  if,  on  the  whole, 
the  rate  to  the  consumer  is  a  fair  and  reasonable  one,  he  has  no 
concern  as  to  what  instrumentalities  are  used,  or  through  how  many 
different  agencies  it  passes  in  order  to  reach  him.     But  if  the  multi- 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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lilication  of  agencies  increases  his  price,  he  has  a  just  right  to 
complain. 

"Both  the  utility  which  sells  the  commodity  and  the  consumers  have 
a  right  to  a  rate  which  represents  a  just  remuneration  for  the  whole 
service  performed,  whether  one  or  more  instrumemtalities  are 
employed  in  furnishing  the  commodity;  and  if  proper  data  were  at 
hand,  the  Commission  might  ascertain  and  fix  a  just  and  reasonable 
rate  for  producing,  transporting  and  distrilniting  gas  to  these  various 
cities,  as  if  it  were  done  by  a  single  company,  and  leave  the  division 
of  the  gross  receipts  to  the  companies  upon  such  a  basis  as  they 
might  agree;  but  no  such  data  are  at  hand. 

"There  is  nothing  in  the  record  which  enables  the  Commission  to  de- 
termine the  cost  of  the  production  of  natural  gas  in  the  Clarion  field. 
That  Ijcing  so,  it  becomes  necessary  to  consider  these  various  con- 
tracts, ancl,  in  so  far  as  possible,  give  them  force  and  effect  in  arri\ing 
at  the  rate." 

340 — Rate  of  Return. 

Recognizing  the  element  of  risk  as  a  factor  to  be  considered  in  the  rate 

of  return,  the  Connnission  says: 

"Because  of  the  hazard  and  uncertainty  of  the  business,  connnissions 
and  courts  have  recognized  the  justness  of  gi-anting  to  a  gas  company 
a  higher  rate  of  return  on  its  investment  than  is  given  to  other 
utilities  which  furnish  a  commodity  whose  cost  of  production  can 
be  ascertained  with  reasonable  certainty  and  whose  business  can  be 
perjietuated.  For  the  same  reason  a  larger  per  cent  is  allowed  for 
depreciation  or  amortization,  so  that  the  plant,  less  its  salvage  value, 
may  be  amortized  dining  the  life  of  the  field  from  which  it  draws 
its  supply,  instead  of  during  the  life  of  the  physical  property." 

The  Commission  finils  that  10  per  cent  is  a  reasonable  return  in  this 

case  and  that  the  plant,  less  salvage  value,  should  be  amortized  over 

a  period  of  twenty  years. 

366 — Depreciation  Funds. 

"The  Northeastern  Company  seems  to  contend  that,  as  a  consider- 
able portion  of  the  twenty-year  period  has  ah'eady  elapsed,  a  suffic- 
ient amount  should  be  allowed  to  provide  for  the  amortization  of 
the  entire  plant,  less  salvage  value,  during  the  remainder  of  the 
period.  This  would  imply  that  no  provision  had  been  made  to  take 
care  of  this  item  during  the  earlier  years. 

"The  rates  for  the  first  ten  years  were  voluntary  rates,  and  were 
agreed  upon  by  the  gas  companies  and  the  municipalities  before  the 
Northeastern  Company  inciu-red  the  expense  of  l)ringing  gas  from 
the  Pennsylvania  field.  If  it  did  not,  in  agreeing  upon  such  rates, 
make  provision  for  all  of  the  elements  which  ]iroperly  enter  info  a 
just  and  reasonable  rate,  it  ought  to  have  done  so,  and  cannot  now 
in  justice  ask  future  consumers  to  reimburse  it  for  a  failure  to  collect 
a  sufficient  amount  from  those  whom  it  served  in  the  past,  and 
esjjecially  when  it  was  the  result  of  its  own  oversight.     .     .     ." 
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317— Ckinstruction  in  Advance  of  Present  Needs. 

"The  city  council,  whetiicr  wisely  or  not,  by  ortlinance  binds  the 
Ashtabula  conijiany  to  maintain  in  a  state  of  readiness  an  artificial 
plant.  If  the  company  must  maintain  it,  it  cannot  be  required  to 
do  so  entirely  at  its  own  expense.  The  value  of  the  artificial  plant 
was  found  by  the  Commission  to  be  $37,432.34. 

"It  is  contended  by  the  city  that  the  artificial  plant  is  not  adequate 
to  meet  the  demand  if  the  emergency  should  arise.  Probably  so. 
But  if  it  were,  and  a  much  larger  amount  were  invested  in  it,  the 
company  would  be  entitled  to  a  return  on  a  still  greater  sum.  Inas- 
much as  this  artificial  plant  is  not  now  in  use  in  supplying  natural 
gas,  l)ut  is  held  for  emergencies  only  liecause  of  the  requirement  of 
the  ordinance,  the  Commission  finds  that,  upon  that  property,  there 
should  be  allowed  in  the  rate  of  return  only  such  a  sum  as  would 
equal  interest  on  the  investment  and  depreciation  in  the  building. 

540^Minimum  Charge. 

The  Northeastern  Company  contends  for  a  minimum  charge  of  $1.20 

per  month.     The  Ashtabula  ordinance  provides  for  a  readiness  to  serve 

charge  of  25  cents  per  meter  per  month,  l)ut  to  be  absorbed  in  case  25 

cents  worth  of  gas  is  consumed  during  the  month.     The  Commission 

says: 

"There  is  much  to  be  said  in  favor  of  a  minimum  or  readiness  to 
serve  charge,  and  it  has  been  recognized  by  the  Commissions  and 
courts  of  several  states,  and  experience  has  shown  that  it  is  not  the 
poorer  class  who  usually  demand  the  connection  and  then  fail  to 
use  the  service,  but  the  well  to  do,  who  have  other  means  of  supply 
and  desire  the  connection  only  that  they  may  be  prepared  for  emerg- 
encies. 

"There  is  a  certain  amount  which  the  public  must  pay  to  enable  the 
utility  to  operate.  If  a  portion  of  it  is  paid  in  a  readiness  to  serve 
charge,  that  much  less  is  necessary  to  be  produced  from  the  sale  of 
gas.  The  readiness  to  serve  charge  does  not  yield  the  company  any 
greater  sum,  nor  cost  the  consumer  any  more  money.  It  results 
only  in  a  different  distribution  of  the  l)urden.  It  would  seem  that 
anyone  demanding  the  service  should  pay  at  least  a  sum  equal  to  a 
fair  rate  of  interest  on  the  'bare  bones'  of  the  investment,  whether 
he  uses  any  gas  or  not.     .     .     . 

"A  minimum  charge  implies  that  it  will  be  absorbed  in  the  rate  in 
case  a  certain  amount  of  gas  is  used.  A  readiness  to  serve  charge 
may  or  may  not  be  so  absorbed. 

"No  hard  and  fast  rule  can  he  applied  in  fixing  the  amount  of  the 
readiness  to  serve  charge.  In  this  case  we  have  endeavored,  in  so 
far  as  possible,  to  give  force  and  effect  to  the  contracts  which  the 
utilities  voluntarily  entered  into  between  themselves,  and  in  fixing 
the  amount  of  the  readiness  to  serve  charge  we  have  had  that  end  in 
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view.  Inasmuch  as  the  gross  receipts  from  the  sale  of  gas  must  he 
divided  lictwcen  the  contracting  parties,  while  the  readiness  to  serve 
charge  should  go  entirely  to  the  distributing  conijiany,  which  makes 
the  investment  and  assumes  the  burden  of  standing  reatly  to  serve, 
it  is  necessary,  if  the  contracts  arc  to  be  recognized,  to  separate 
these  items  so  that  it  may  be  definitely  determined  just  how  nuich  of 
the  gross  receipts  results  from  the  sale  of  gas  and  how  much  from 
the  readmess  to  serve  charge. 

"Dividing  the  total  investment  in  the  three  distributing  plants  in 
the  towns  of  Ashtabula,  Conneaut  and  Geneva  by  the  total  number 
of  consumers,  shows  that  approximately  $40.00  is  invested  for  each 
subscriber.  As  more  are  taken  on  or  others  withdrawn,  the  amount 
woukl  fluctuate;  but  taking  that  as  an  average  and  computing  G 
per  cent  interest  on  the  'liare  bones'  of  the  investment,  would  amount 
to  $2.40  per  year,  or  20  cents  per  month.  While  not  adopting  this 
as  a  uniform  method  of  arriving  at  a  readiness  to  serve  charge,  we 
think,  under  the  circumstances  of  this  particular  case,  such  a  charge 
of  20  cents  per  meter  per  month  should  be  allowed,  and  not  absorbed 
in  the  rate,  although,  of  course,  it  does  result  in  lowering  the  rate." 


MASSACHUSETTS 

920 — Economy  and  Efficiency. 

Fall  River  Electric  Light  Company,  Petition  For  Authority  to 
Construct  a  Transmission  Line.  Decision  of  the  Massachu.setts 
Board  of  Gas  and  Electric  Light  Commissioners,  Granting  the 
A]5plieation.     June  22,  1917. 

The  Fall  River  Electric  Light  Company  was  granted  authority  to  con- 
struct a  transmission  line  connecting  its  station  in  the  city  of  Fall  Ri\'cr 
with  a  line  of  the  Rhode  Island  Power  Company.  It  appears  that  l:)y 
means  of  the  proposed  line  the  Fall  River  company  will  be  al^le  to 
supplement  the  output  of  its  own  station  with  an  adequate  and  reliable 
supply  to  meet  promptly  the  actual  and  prospective  requirements  of 
its  customers.  The  estimated  cost  of  the  line  is  approximately  8300,000 
and  the  line  can  be  erected  within  a  few  months.  The  cost  of  an 
addition  to  its  station  of  like  capacity  is  estimated  considerably  to 
exceed  $1,000,000,  and  it  appeared  at  the  hearing,  and  is  otherwise 
known  to  the  Board,  that  under  existing  market  conditions  no  contracts 
for  delivery  and  installation  of  the  requisite  apparatus  under  two  years 
can  probably  be  made. 

In  granting  permission  lor  the  construction  of  the  line  the  Connuis.sion 
says: 

"The  transmission  of  electricity  over  the  ])roposi'<l  liiu*  for  general 
distribution  in  (he  area  supplied  by  the  I'all  Uivei-  (•(>m|)any  is  i)lainly 
a  public  use.     But  the  act  under  which  this  proceeding  is  brought 
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requires  the  Board  to  go  further  and  find  affirmatively  that  the  'fine 
is  necessary  for  the  purpose  alleged  antl  will  serve  the  public  con- 
venience and  is  consistent  with  the  public  interest.' 

"It  is  of  the  utmost  importance  to  the  welfare  of  Fall  River  that  this 
company  shall  make  prompt  and  adequate  pro\-ision  for  the  power 
requirements  of  the  industries  of  the  city.  The  proposed  hne  is  an 
effective  and,  for  that  matter,  the  only  practicable  step  to  that  end. 
This  of  itself  is  perhaps  a  sufficient  reason  for  granting  this  petition. 
But  there  are  broader  considerations  which  should  not  be  overlooked 
and  which  have  led  the  Board  repeatedly  to  express  its  belief  of  the 
paramount  importance  to  the  public  interest  of  the  introduction  of 
cheaji  power  into  the  industrial  centers  of  the  State.  A  full  and 
skillful  execution  of  this  scheme  offers  not  only  possibilities  for 
better  operating  efficiency  and  lower  generating  costs  at  large  power 
stations,  but  also  sulistantial  economy  in  pernranent  investments. 
High-tension  transmission  of  electricity  has  given  a  wider  aspect  to 
the  solution  of  the  problem,  and  has  made  possible  and  desirable 
that  the  developed  sources  of  power,  both  steam  and  hydroelectric, 
throughout  the  State  shall  be  so  co-ordinated  by  connecting  lines  as 
to  result  in  utilizing  all  plants  more  uniformly  and  in  the  end  in 
substantial  economies  in  investment  and  operation.  Moreover,  it 
has  brought  to  the  aid  of  the  industries  of  the  State,  and  particularly 
by  means  of  the  lines  of  the  New  England  Power  system,  water 
powers  heretofore  only  partially  developed  and,  in  the  broad  sense, 
unused  because  inaccessible.  A  progress  having  so  much  promise 
of  a  real  conservation  of  the  natural  resources,  both  of  coal  and 
water  and  of  their  most  efficient  devotion  to  the  production  of  power, 
is  highly  important  to  the  welfare  of  the  State  and  the  nation. 

"Speaking  more  specifically,  it  appeared  at  the  hearing  that  the 
mills  of  Fall  River  use  more  than  100,000  horse  power;  that  additional 
power  is  needed  for  mills  which  the  exceptional  industrial  activity 
of  the  present  period  is  opening;  and  that  many  of  the  older  mills  are 
facing  in  the  near  future  the  necessity  of  renewing  their  power 
plants.  The  concentration  of  the  generation  of  this  power  in  one 
plant,  if  properly  planned,  should  work  substantial  economies  in 
operating  costs,  release  for  industrial  purposes  capital  which  must 
otherwise  be  tied  up  in  a  number  of  separate  power  plants,  and 
give  the  community,  as  a  whole,  in  the  end  the  benefit  of  lower  unit 
costs  and  therefore  lower  prices  for  electricity.  Such  a  development 
requires  great  prudence  because  so  closely  related  to  the  prosperity 
of  the  one  dominating  industry  of  Fall  River,  and  because  its  success 
depends  on  a  great  output  of  electricity  which,  to  hold  the  business 
must  be  sold  at  a  narrow  margin  of  profit.  One  important  and  wise 
step  in  its  accomplishment  is  to  tie  in  this  company's  plant  with  a 
reliable  and  adcfjuate  source  of  power  so  that  it  may  meet  promptly, 
but  without  an  undue  expansion  of  its  own  station,  all  requireinents 
of  the  conununity  for  energy.  Such  a  policy,  wis(>  followed,  is  in 
the  opinion  of  the  Board  consistent  with  the  public  interest.     The 
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proposed  line,  so  essential  in  the  present  emergency,  is  eciually 
essential  to  the  'public  convenience'  in  the  board  sense  in  which 
those  words  are  so  constantly  used  in  the  statutes  to  signify  the 
public  character  of  an  undertaking  to  which  the  Commonwealth 
ma>-  properly  lend  its  sovereign  aid. 

"This  conclusion  is  not  affected  by  the  fact  that  the  relation  of  the 
Fall  River  company  to  the  New  England  Power  system  will  lie 
through  a  foreign  corporation.  Nor  does  it  necessarily  follow  that 
the  Fall  River  company  will,  as  was  urged  at  the  hearing,  thereby 
come  under  the  dominance  of  a  foreign  corporation  or,  for  that  matter, 
of  any  other  interest.  Fall  River  is  too  well  located  for  the  economical 
production  of  steam  generated  power  to  make  it  probable  that  it 
will  e\cr  become  permanently  dependent  upon  power  generated 
elsewhere,  save  only  in  such  amounts  and  at  such  prices  as  will  l^e 
advantageous  to  its  industries,  for  that  matter  it  was  stated  at  the 
hearing  to  be  the  policy  of  the  company,  notwithstanding  the  erection 
of  this  line,  to  develop  its  station  as  fast  as  the  growth  of  its  business 
may  demand  and  the  condition  of  the  market  for  equipment  and 
laljor  may  permit.  Even  were  it  possible  to  provide  for  the  company's 
inunediate  needs  by  increasing  the  capacity  of  its  present  station, 
yet  at  some  time  and  for  the  reasons  already  outlined  this  proposed 
line  would  be  needed  to  assure  to  the  industries  of  Fall  River  reliable 
and  low-priced  service." 


NEW  YORK 

222.1    Issue  of  Stocks  and  Bonds. 

Richmond  Light  and  Railroad  Compaxy,  et  al.,  Application  for 
Authority  to  Consolidate  Street  Railways  and  to  Issue  Securities. 
Decision  of  the  New  York  Public  Service  Commlssion  (1  D),  Deny- 
ing the  Aj^plication  without  Prejudice  to  Further  Application.  May  9, 
1917.     Public  Utilities  Reports,  1917D,  p.  807. 

The  Richmond  Light  and  Railroad  Company  and  the  Staten  Lsland 
Midland  Railway  Company  joined  in  a  petition  for  the  Commission's 
consent  to  their  consolidation  and  the  issue  of  securities.  Regarding 
the  advantages  to  be  gained  by  consolidation,  the  Commission  states 
that  the  properties  are  controlled  by  the  same  financial  interests  and 
are  operated  to  all  intents  and  purposes  as  a  single  system. 

"Consolidation,  if  permitted,  would  bring  the  corporate  or  legal 
organization  into  closer  correspondence  with  the  actual  organization, 
but  would  produce  few,  if  any,  economies  not  already  realized  in  the 
matter  of  bookkeeping.  The  legal  unification  of  the  properties 
would  enlarge  the  creilit  of  the  companies,  so  that  improvements 
antl  extensions  could  more  readily  be  provided  for.  To  this  extent 
public  interest  would  be  promoted  by  consolidation,  if  the  ]i\i\n  of 
consolidation  were  not  otherwise  inimical  to  the  public  interest." 
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Certain  features  of  the  plan  presented  to  the  Commission  are  found  to 
be  contrary  to  law  and  to  sound  finance. 

As  a  part  of  the  plan  of  consolidation  it  was  proposed  to  issue  new 
6  per  cent  cumulative  preferred  stock  of  one  of  the  companies  for  the 
purpose  of  discharging  certain  of  its  bonds.     The  Commi.ssion  says: 

'•While  there  is  a  decided  advantage  to  the  company  in  capitalization 
through  stock  issue  free  from  the  embarrassment  of  liability  of 
foreclosure  upon  default  in  the  payment  of  a  dividend  which  attaches 
to  ordinary  bonds,  it  must  be  noted  that  the  outstanding  5  per  cent 
bonds  are  to  be  replaced  by  6  per  cent  cumulative  preferred  stock. 
"The  substitution  of  stock  for  an  obligation  carrying  a  fixed  interest 
charge  with  foreclosure  provision  woiUd  in  itself  l:)e  commendal.)le,  if 
the  displaced  obligations  do  in  fact  represent  actual  equivalent  invest- 
ment on  capital  account.  Proof  that  the  obligations  to  be  discharged 
were  incurred  on  capital,  as  distinct  from  operating  account,  is 
essential  to  bring  the  proposed  issue  within  the  purposes  for  which 
the  law  authorizes  such  securities  to  be  issued.  Section  55  of  the 
Putjlic  Service  Commissions  Law,  so  far  as  pertinent  to  this  point, 
provides  that  a  street  railroad  corporation  'may  issue  stocks,  bonds, 
notes,  or  other  evidence  of  indebtedness  payable  at  periods  of  more 
than  twelve  months  after  the  date  thereof,  when  necessary  for  the 
acquisition  of  property,  the  construction,  completion,  extension  or 
improvement  of  its  facilities,  or  for  the  improvement  or  niaintenance 
of  its  service  or  for  the  discharge  or  lawful  refunding  of  its  ol:)hga- 
tions  .  .  .  ;  provided  and  not  otherwise  that  there  shall  have 
been  secured  from  the  proper  commission  an  order  authorizing  such 
issue,  and  the  amount  thereof  and  stating  the  purposes  to  which  the 
issue  or  proceeds  thereof  are  to  be  apjilied,  and  that,  in  the  opinion 
of  the  Commission,  the  money,  property  or  labor  to  be  procured  or 
paid  for  by  the  issue  of  such  stock,  bonds,  notes  or  other  evidence  of 
indebtedness  is  or  has  been  reasonably  required  for  the  purposes 
specified  in  the  order,  and  that  except  as  otherwise  permitted  in  the 
order  in  the  case  of  bonds,  notes,  and  other  evidence  of  indebtedness, 
such  purposes  are  not,  in  whole  or  in  part,  reasonably  chargeable  to 
operating  expenses  or  to  income.  .  .  .'  (Laws  1910,  Chap.  480.) 
"That  is  the  statutory  pro\'ision  under  which  this  part  of  the  applica- 
tion is  made  and  the  requirements  of  which  must  be  met  in  order  to 
warrant  the  Commission  m  approving  the  issue  of  the  refunding 
securities." 
The  ruling  of  the  Court  in  People  ex  rel.  Dry  Dock,  E.  B.  &  B.  R.  Co. 
V.  Public  Service  Commission,  153  N.  Y.  Supp.  344  (7  Rate  Re- 
SE.VRCH  234),  and  People  ex  rel.  Binghamton  Light,  Heat  &  P.  Co.  v. 
Stevens,  203  N.  Y.  7,  is  cited  as  controlling  in  this  case.  The  Com- 
mission summarizes  its  conclusion  as  follows: 

"As  has  already  been  pointed  out,  as  to  a  substantial  jiart  of  the  jiro- 
posed  securities,  the  applicants  have  failed  to  prove  that  they  are  to 
be  issued  for  purposes  for  which  the  statute  permits  such  issue,  and 
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as  to  another  substantial  part  of  the  proposed  securities,  it  appears 
that  the  applicants  would  fund  in  permanent  obligations  floating 
indebtedness  incurred  largely  for  operating  charges,  depreciation, 
and  the  like.  The  evils  of  such  method  of  finance  are  obvious,  and 
are  within  the  purview  of  the  restrictions  imposed  by  the  statute 
upon  the  right  to  issue  securities. 

"These  companies  serve  a  large  and  rapidly  growing  borough  in  the 
city.  With  capable  management,  the  earnings  of  the  property  should 
be  sufficient  to  provide  adequate  compensation  to  investors,  but  a 
conservative  plan  must  be  ailopted  which  does  not  burden  income 
with  securities  issued  to  take  up  past  losses  and  deficits.  Public 
service  conijianies  must  be  mindful  that  floating  debts  incurred  for 
operating  purposes  and  losses  must  be  taken  care  of  by  some  other 
means  than  the  easy-going  and  disastrous  financial  methods  fre- 
quently adopted  in  the  past.  The  claim  is  made  on  behalf  of  the 
apjjlicants  that  there  has  been  recent  improvement  in  management. 
With  such  improvement  in  management  and  with  a  soimd  financial 
readjustment,  the  business  of  the  companies  may  be  brought  to  yield 
returns  which  would  suffice,  in  a  comparatively  short  jjeriod,  to  per- 
mit reorganization  on  a  thoroughly  sound  basis." 
The  application  of  the  companies  is  denied  without  prejudice  to  any 
other  application,  in  conformity  with  the  conclusions  expressed  in  the 
opinion. 

Note:  A  digest  of  cases  is  appended  to  this  decision  in  the  Public 
Utilities  Reports  in  which  references  are  given  to  other  sources  of 
authority  on  the  general  purpose  and  scope  of  regulation  of  security 

issues. 

COURT  DECISIONS 

CALIFORNIA 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Los  Angeles  G.\s  &  Electric  Co.  v.  City  of  Los  Angeles,  Decision  of 
the  District  Court,  S.  D.  Californi.\,  S.  D.  May  H,  1917,  241 
Federal,  912. 

A  suit  was  instituted  by  the  Los  Angeles  Gas  and  Electric  Company 
to  determine  the  validity  of  an  ordinance  of  the  City  of  Los  Angeles, 
providing  for  the  removal  of  poles  and  other  properties  in  the  streets 
and  other  j^ublic  places  whenever  necessary  to  make  way  for  the  instal- 
lation of  the  municipal  electric  street  lighting  system.  The  court 
jioints  out  that,  for  a  number  of  years,  under  a  proper  franchise  the 
complainant  company  has  been  operating  and  maintaining  its  poles, 
wires,  conduits,  and  other  instrumentalities  in  the  streets  and  public 
l)laces  of  the  City  of  Los  Angeles  for  the  pvn-pose  of  supislying  and 
furnishing  electrical  energy  to  the  city  and  to  the  inhabitants  thereof 
for   illuminating   and   otlier   purposes,    and   is   now   serving   electrical 
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energy  to  approximately  40,000  consumers  in  such  city,  and  the  vahie  of 
its  property  dedicated  to  and  engaged  in  such  jriublic  service  aggregates 
several  millions  of  dollars.  Its  poles,  wires,  and  other  instrumentalities 
have  been  installed  in  and  upon  the  streets  and  other  public  places 
in  said  city  under  the  direction  of  the  board  of  public  works  thereof, 
the  department  of  the  city  government  having  charge  of  streets  and 
thoroughfares. 

The  defendant  City  of  Los  Angeles,  being  authorized  so  to  do  under 
the  laws  of  the  State,  is  now  and  for  some  months  past  has  been,  engaged 
in  the  erection,  construction  and  operation  of  a  distributing  system  for 
the  distribution  and  sale  of  electrical  energy  to  be  used  for  the  purpose 
of  lighting  the  streets  and  public  places  in  the  City  of  Los  Angeles, 
and  supplying  to  the  inhabitants  and  others  in  said  city  electrical 
energy  for  illuminating  and  other  purposes,  for  a  remuneration. 

In  the  ordinance,  whose  validity  is  questioned,  the  city  purposes,  in 
so  far  as  and  whenever  the  same  may  be  necessary  to  allow  of  the  proper 
installation  of  the  municipal  system,  to  require  complainant  and  other 
privately  owned  companies  holding  franchises  and  maintaining  instru- 
mentalities for  the  transmission  and  delivery  of  electrical  energy  in 
the  City  of  Los  Angeles  to  remove  to  such  places  as  may  be  ordered  by 
the  city  all  apparatus  and  instrumentalities  that  may  interfere  with  the 
proper  installation  of  the  municipal  systenr,  the  removal  or  relocation 
to  be  at  the  expense  of  the  owner. 

The  Coiu-t  entered  a  decree  declaring  the  ordinance  void  and  enjoining 
its  enforcement.  The  rights  of  the  city  and  of  the  companies  involved 
in  the  case  are  discussed  at  length  in  tiie  opinion  of  the  Court,  the 
material  portions  of  which  are  given  in  the  following: 

"It  is  asserted  by  the  city  that  the  right  to  do  this  thing  which,  at 
first  blush,  would  seem  to  be  rather  sweeping  and  autocratic,  is 
justified  by  'public  necessity'  (New  Orleans  Gas  Co.  v.  Drainage 
Commission,  197  U.  S.  453,  25  Sup.  Ct.  471,  49  L.  Ed.  831),  and  the 
'police  power.'  Conceding,  for  purposes  of  argument  merely,  that 
a  public  necessity  could  exist  sufficient  to  entitle  the  city  to  assert 
such  an  authority  over  private  property,  it  suffices,  in  my  judgment, 
to  state  that  no  such  necessity  has  lieen  shown  to  exist  in  this  con- 
troversy. 

"If  it  were  true  that  privately  owned  utility  companies  were  occupying 
the  streets  of  the  City  of  Los  Angeles  to  the  exclusion  of  any  new 
entrant  therein,  and  that  they  were  either  refusing  or  were  unable 
adequately  to  provide  for  the  lighting  of  the  city,  it  might  be  that 
such  a  situation  would  justify,  under  the  police  power  of  the  city, 
the  assertion  of  the  authority  contemplated  in  the  ordinance  under 
consideration. 

"This  Court,  however,  because  of  its  knowledge  of  local  conditions, 
will  take  judicial  notice,  and  in  fact  it  is  demonstrated  by  the  very 
language  of  the  ordinance  itself,  that  there  are  at  the  present  time 
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several  eompanies  engaged  in  generating  and  fvunisiiing  elect rieal 
energj-  in  the  city  and  to  its  inhabitants.  The  suggestion  is  nowiiere 
made,  much  less  substantiated  Ijy  evidence,  that  there  is  any  such 
present  or  probable  inadequacy  in  the  matter  of  the  supplying  of 
such  energy  as  to  justify  the  finding,  or  the  inference,  that  the  city 
itself  is  compelled,  on  grounds  of  'public  necessity,'  to  go  into  the 
business  of  furnishing  light  to  itself  and  its  inhabitants 

"The  only  'necessity'  existing  is  that,  in  order  that  the  city  system 
may  be  installed  as  planned,  other  systems  now  in  place  shall  be 
moved.  Indulging  in  the  obvious  inferences  justified  by  the  language 
of  the  ordinance,  under  the  law  and  from  the  conditions  easily 
oljservable,  the  Court  must  assume,  in  the  absence  of  evidence  of  a 
persuasive  nature  to  the  contrary,  that  with  the  regulatory  powers 
of  the  law  at  hand  (Price  v.  Riverside  Co.,  56  Cal.  431 ;  Pinnev  &  Boyle 
Co.  V.  L.  A.  Gas  Corp.,  168  Cal.  1'2,  15,  141  Pac.  620,  L.  R.  A.  1915C, 
282,  Ann.  Cas.  1915D,  471;  Russell  v.  Sebastian,  233  U.  S.  195,  208, 
34  Sup.  Ct.  517,  58  L.  Ed.  912,  Ann.  Cas.  1914C,  1282;  26  Cyc. 
377),  the  city  could  compel  the  companies  operating  within  its 
confines  to  furnish  sufficient  light  for  its  inhabitants  at  a  fair  and 
reasonable  remuneration  therefor. 

"In  so  construing  the  situation  the  Court  conceives  that  it  is  giving 
to  the  phrase  'public  necessity'  the  meaning  usually  accorded  to  it 
when  dealing  with  the  police  power.  I  doubt  not  that  the  city  has 
embarked  upon  the  venture  of  furnishing  and  distributing  electrical 
energy  with  perfect  and  commendable  propriety.  I  doubt  not  that 
after  careful  and  painstaking  investigation  it  has  been  found  that 
the  city  may  engage  in  this  undertaking  with  profit  to  itself  and  to 
its  inhabitants.  I  am  assuming  that,  ultimately  in  due  course,  the 
public  welfare  and  the  public  convenience  and  the  public  exchequer 
will  l>e  augmented  1:>y  this  indulgence  in  municipal  activity.  I  am 
simply  stating,  however,  what  seems  to  me  to  be  the  olnious,  that 
the  motives  which  prompted  this  undertaking  have  been  those  of 
propriety  and  expediency  rather  than  those  of  necessity,  as  that 
term  is  "defined  and  understood  by  those  who  have  to  do  with  the 
construing  of  the  police  power. 

"Whatever  the  city  may  do  imder  the  guise  of  the  police  power  it 
mvist  be  remembered  it  does  in  its  governmental  cajiacity.  The 
exercise  of  the  police  power  has  been  most  aptly  and  perhaps  most 
comprehensivelv  defined  as  'the  power  to  govern'  (License  Cases, 
5  How.  504,  582,  12  L.  Ed.  256),  the  'most  illimitable'  of  all  powers 
of  government  (the  Slaughterhouse  Cases,  16  Wall.  36,  62,  21  L.  Ed. 
394),  the  'law  of  overi-tding  necessity'  (28  Cyc.  692).  Whatever  the 
city  does,  however,  in  the  matter  of  actual  engaging  in  the  furnishing 
and  delivering  of  electrical  energ>'  to  itself  and  its  inhabitants  is 
done  in  its  proprietarv  or  c^uasi  private  capacity  (Walla  ^^'alla  v. 
Walla  Walla  Water  C^o.,  172  U.  S.  1,  8,  10,  19  Sup.  Ct.  77,  43  L. 
Ed.  341;  South  Pasadena  v.  Pasadena  Land  Co.,  152  Cal.  579,  593, 
93  Pac.  490;    Safety  Insulated  Wire  Co.  v.  Baltimore,  66  Fed.  140, 
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143,  13  C.  C.  A.  375),  and  the  two  must  always  be  differentiated  in 
any  attempt  to  define  and  determine  the  rights  of  a  city  in  such  a 
controversy  as  the  present. 

"While  operating  in  its  private  capacity,  and  considerations  of 
necessity  giving  rise  to  an  exertion  of  the  police  power  being  non- 
existent, as  adverted  to  hereinabove,  the  power  of  police  is  wanting, 
and  may  not  be  asserted  in  furtherance  of  that  which  is  merely 
expedient.  In  other  words,  when  acting  clearly  within  the  domain 
of  its  private  and  proprietary  capacity,  the  city  may  not  draw  sus- 
tenance or  power  to  itself  through  an  assumption  of  public  and 

governmental  functions [Citing  the  Supreme  Court  of 

the  United  States  in  South  Carohna  v.  United  States,  199  U.  S.  437, 
463,  26  Sup.  Ct.  110,  117,  50  L.  Ed.  261,  4  Ann.  Cas.  737;  and  the 
Supreme  Court  of  California  in  Davoust  v.  Alameda,  149  Cal.  69, 
72,  84  Pac.  760,  5  L.  R.  A.  (N.  S.)  536,  9  Ann.  Cas.  847] 

"It  is  the  law  without  question,  based  no  less  upon  reason  than  upon 
judicial  authority,  that,  upon  a  corporation  like  complainant  securing 
a  franchise  to  serve  the  pul)lic  in  the  respect  herein  indicated,  it 
acqiiii'es  no  right  under  such  franchise  to  locate  or  maintain  its  poles 
or  other  instrumentalities  at  any  particular  place  upon  the  public 
streets.  In  its  occupancy  of  public  places,  it  has  a  right  to  do  a 
particular  thing,  but  no  right  to  be  in  a  particvilar  place.  It  is 
subject  of  course,  at  all  times,  to  such  due  and  reasonable  regulation 
as  may  be  enjoined  upon  it  by  competent  authority,  having  in  view 
the  rights  of  others  who  may  have  use  for  the  streets  and  having  also 
in  view  the  necessities  of  the  occasion  and  the  demands  of  the  public 
from  time  to  time.  New  Orleans  v.  Drainage  Commission,  197  U.  S. 
453,  25  Sup.  Ct.  471,  49  L.  Ed.  831.  It  may,  under  its  franchise, 
occvipy  no  more  space  upon  the  public  street  than  is  reasonably 
necessary  for  the  performance  of  the  high  public  duty  and  purpose 
incumbent  upon  it.  Without  doubt,  the  location  of  its  wires  and 
conduits  may  be  limited  either  laterally  or  vertically,  or  even  caused 
to  be  buried  beneath  the  surface,  as  the  same  may  reasonably  be 
required  under  the  demands  of  puljlic  necessity  and  public  conveni- 
ence. When,  however,  piu'suaiit  to  the  terms  of  its  lawful  franchise, 
it  has  established  its  poles  and  wires  and  other  instrumentalities 
in  the  public  streets,  it  may  lawfully  and  properly  object  to  being 
compelled  to  remove  or  relocate  them  in  order  that  another  company, 
a  competitor  of  later  origin  and  right  coming  in,  may  take  their 
place  and  thereby  be  enabled  to  carry  on  its  own  intended  business. 
In  other  words,  in  this  as  in  many  other  relations,  first  in  time  is 
first  in  right,  and  superiority  of  right  consequent  upon  being  first 
in  time  may  not  be  nullified  liy  even  necessary  requirements  of  a 
competitor  or  other  utility  later  in  time,  and  therefore  inferior  in 
right.  Edison  Electric  Light  &  Power  Co.  v  Merchants'  &  Manu- 
facturers' Co.,  200  Pa.  209,  49  Atl.  766,  86  Am.  St.  Rep.  712;  Paris 
Electric  Light  Co.  v.  Southwestern  Telegraph  Co.  (Tex.  Civ.  App.) 
27  S.  W.  902;    Rutland  Electric  Light  Co.  v.  Marble  City  Electric 
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Light  Co.,  65  Vt.  377,  26  Atl.  635,  20  L.  R.  A.  821,  36  Am.   St- 

Rep.  868 

"By  the  same  token,  the  fact  that  the  hiter  corporation  is  the  city 
itself,  instead  of  being  'under  contract  with  the  city  for  work  of  a 
public  nature,'  would  create  no  rights  superior  to  those  of  the  earlier 
occupant  of  the  field.  This  case  was  approved  by  the  same  court 
in  Edison  Electric  Co.  v.  Citizens'  Electric  Co.,  235  Pa.  492,  507, 
84  Atl.  438.  See,  also.  Bell  Telephone  Co.  v.  Belleville  Electric  Co., 
12  Ont.  Rep.  (Queen's  Bench  Div.)  571;  Western  Union  Tel.  &  Tel. 
Co.  V.  Los  Angeles  Electric  Co.  (C.  C.)  76  Fed.  178. 

"If,  on  the  grounds  of  necessity  urged,  the  city  could  rightfully  under 
the  law  assert  the  power  to  compel  the  removal  and  relocation  of 
complainant's  instrumentalities,  in  order  that  its  own  instrumentali- 
ties might  be  installed  in  accordance  with  its  predetermined  plans, 
it  would  seem  to  me  to  be  eciually  true  that,  similar  conditions  of 
necessity  respecting  its  ability  to  maintain  the  system  existing,  the 
city  could  lawfully  cjiact  that  no  resident  of  the  municipality  along 
the  line  of  its  lighting  system  should  be  furnished  with  electrical 
energ>'  from  any  system  save  the  municipal  system.  This  would 
be  a  most  effective  way  of  furthering  the  interests  and  welfare  of 
the  city  if  the  success  of  its  municipal  system  is  to  be  taken  as  an 
index  of  its  welfare,  but  at  the  same  time,  obviously,  it  would  be  in 
complete  and  utter  disregard  of  the  rights  of  complainant  and  others 
situated  like  it.  I  cannot  see,  however,  that  such  a  course  of  action 
would  present  any  substantially  different  legal  problem  from  that 
now  before  the  court. 

"Of  course  it  is  to  be  assumed  in  this  controversy  that,  in  all  its 
actions  to  be  had  and  taken  under  and  pursuant  to  this  ordinance, 
if  valid,  the  city  will  be  actuated  only  by  motives  of  necessity,  in  so 
far  as  they  may  be  thought  to  exist,  and  that  it  will  enforce  as  little 
inconvenience  and  expense  upon  complainant  in  the  matter  of  the 
readjustment  of  its  poles  and  wires  as  is  compatible  with  the  proper 
and  satisfactory  installation  of  the  municipal  system.  Be  that  as 
it  may,  yet,  in  so  far  as  the  city  intrenches  upon  the  superior  right 
acquired",  because  of  prior  location  by  complainant,  and  in  so  far 
as  it  requires  complainant  to  relocate  its  instrumentalities  at  its 
own  expense,  not  as  a  matter  of  genuine  'public  necessity'  and 
justified  by  considerations  of  public  welfare  under  the  police  power, 
but  merely  in  order  that  the  instrumentalities  of  the  city  may  be 
located  in  their  place,  its  action  is,  in  my  judgment,  arliitrary,  un- 
reasonable, and  in  violation  of  the  superior  right  of  location  Ix'longing 
to  complainant,  and  is,  in  effect,  an  appropriation  of  plaintiff's 
property  without  compensation  (Woodward  v.  Central  Vermont 
Ry.  Co.,  180  Mass.  599,  62  N.  E.  1051;  concurring  opinion  of  Mr. 
Justice  Holmes,  C,  B.  &  Q.  Rv.  Co.  v.  Drainage  Commissioners, 
200  U.  S.  561,  595,  26  Sup.  Ct.  341,  50  L.  Ed.  596,  4  Ann.  Cas.  1175), 
and  is  also  an  imi)airment  of  the  contractual  right  accorded  to  com- 
plainant in  virtue  of  its  compliance  with  the  constitutional  provision 
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hereinabove  referred  to  and  its  acquisition  and  acceptance  of  the 
constitutional  franchise  cnalthng;  it  to  perform  the  pubhc  service 
in  whicli  it  is  now  engaged  (Walla  Walla  v.  Walla  Walla  Water  Co., 
172  U.  S.  1,  17,  19  Sup.  Ct.  77,  43  L.  Ed.  341;  Grand  Trunk  Ry.  Co. 
V.  South  Bend,  227  U.  S.  544,  553,  33  Sup.  Ct.  303,  57  L.  Ed.  633, 
44  L.  R.  A.   (N.  S.)  405).     .     .     . 

"As  indicated  hereinabove,  assuming  the  necessity,  propriety,  and 
expediency  of  such  course  to  have  been  satisfactorily  determined 
by  those  in  authority,  I  am  in  entire  harmony  with  a  plan  of  municipal 
improvement  such  as  has  been  projected  in  the  city  of  Los  Angeles 
and  as  is  here  under  consideration.  I  am,  however,  also  firmly  of 
the  belief  that  until  the  city,  by  purchase,  appeal  to  eminent  domain, 
or  otherwise,  has  lawfully  and  properly  and  justly  eliminated  com- 
petition, it  must  meet  its  competitors  as  any  other  private  agency 
would  be  compelled  to  meet  them,  and  must  stand  with  them  in 
the  same  relation  to  the  law,  and  let  its  success  be  measured  by  its 
ability  satisfactorily  to  serve  the  puiilic,  rather  than  liy  its  power 
through  the  exertion  of  pulilic  functions  to  occupy  a  position  of 
supremacy  in  the  field  which  it  deliberately  has  chosen  to  invade." 

REFERENCES 
RATES 

631 — Cost  of  Supplies — Coal. 

The  Reform  of  Rates.  Editorial,  Electrical  World.  July  21,  1917. 
p.  97.     Ij  pages. 

The  editorial  points  out  that,  while  a  great  number  of  companies  are  under  the 
necessity  of  increasing  their  rates  to  meet  the  increased  cost  of  fuel  in  order  to 
avoid  financial  disaster,  the  situation  is  being  met  in  a  haphazard  way  and  few 
companies  have  actually  worked  out  any  measure  of  relief.  It  is  urged  that  the 
electric  supply  companies  of  the  coimtry  get  together  and  settle  ujion  a  fair  basis 
for  increased  rates  which  could  be  laid  generally  before  the  public. service  com- 
missions in  .an  attempt  to  determine  a  proper  and  fair  measure  of  relief.  The 
method  of  adjusting  the  rates  by  means  of  a  coal  clause  is  not  favored,  because 
it  is  thought  that  sooner  or  later  it  will  "produce  bickering  and  recriminations, 
unless  dealt  with  in  a  perfectly  systematic  manner."  The  editorial  continues 
as  follows: 

"And.  aside  from  this,  the  service  costs  must  be  taken  into  account  if  any 
suitable  and  permanent  basis  for  meeting  new  conditions  is  to  be  worked  out. 
The  service  costs  probalily  represent  on  the  whole  a  permanent  increase,  at 
least  one  which  will  hold  for  some  years  to  come.  The  co.al  costs  represent 
an  increase  in  part  permanent,  depending  on  the  general  upward  trend  of  prices, 
and  in  part  temporary,  owing  to  shifting  costs  of  transportation,  particu- 
larly by  water.  Any  general  plan  for  dealing  fairly  with  the  situation  must, 
therefore,  include  a  fixed  and  a  variable  factor.  The  criticism  which  we 
would  make  of  the  coal  clauses  now  in  use  is  that  they  are  often  somewhat 
too  intricate.  If  reduced  to  a  very  simple  sliding  scale  added  to  the  neces- 
sary service  charges,  it  ought  to  be  possible  to  work  out  a  logical  system. 
Each  station  has  its  own  coal  cost  per  kilowatt-hour,  which  is  on  the  average 
an  ascertainable  figure  on  which  to  base  the  actual  rise  in  cost  of  energy 
furnished  for  every  shift  in  the  price  of  fuel.  The  main  point  about  working 
out  a  practical  rate  is  not  to  attempt  too  complicated  a  sliding  scale." 
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INVESTMENT  AND  RETURN 

362 — Accrued  Depreciation. 

Notes  on  Public  Utility  Rates,  by  C.  E.  Grunsky.  Journal  of 
Electricity,  July  15,  1917.     p.  53.     4j  pages. 

In  this  paper,  the  first  of  a  series  of  articles  by  Mr.  Grimsky  to  be  published  in 
the  Journal  of  PJloctricity,  the  writer  discusses  questions  in  connection  with  the 
fixing  of  a  liase  upon  which  rates  or  reasonable  earnings  allowed  to  a  public  service 
corporation  are  determined.  The  writer  believes  that  accrued  depreciation  is 
not  an  element  for  consideration  when  rates  are  to  be  fixed.  [6  Rate  Research, 
173.]  It  is  emphatically  stated  that  as  a  starting  point,  despite  the  decisions  of 
courts,  a  rate-base  can  be  used  which  is  not  value.  The  case  of  a  steamboat  is 
used  for  illustration,  the  owner  of  which  may  have  made  no  other  investment  of 
capital  than  in  the  steamboat.  The  service  rendered  to  those  who  shi])  freight 
on  the  boat  or  who  travel  on  the  same  is  worth  no  more  nor  less  if  rendered  by  a 
new  Ijoat,  than  if  it  were  rendered  by  a  boat  which  has  alreath'  been  in  service 
one-half  of  its  probable  life  term. 

The  natural  rate-base  in  this  case  is  the  amount  invested  in  a  new  steamboat  or, 
expressed  in  the  usual  way,  the  legitimate  investment,  vunliminished  by  deprecia- 
tion. On  this  rate-base  the  owner  will  be  entitled  to  interest  at  a  fair  rate,  cover- 
ing at  least  the  amoimt  which  a  responsible  owner  would  have  to  paj'  for  borrowed 
money,  and  he  will  also  be  entitled  to  such  renewal  or  replacement  increments 
as  will,  if  held  inviolable  for  this  purpose,  replace  the  steamer  with  a  new  one 
when  it  ceases  to  be  useful.  But  if  the  owner  were  not  allowed  to  earn  more  than 
these  interest  and  replacement  increments  in  addition  to  cost  of  operation,  he 
would  not  be  in  the  business.  He  is  entitled,  also,  to  a  profit  which,  while  not 
exorbitant,  should  yet  be  such  in  amoimt  that  this  and  similar  enterprises  will  be 
encouraged  and  not  discouraged. 

The  determination  of  a  rate-base  is  further  discussed,  together  with  the  companion 
question  of  the  rate  of  return  and  the  amoimt  of  profit  to  be  allowed  in  a  rate 
case.     In  conclusion,  it  is  said: 

"It  will  be  seen  from  the  foregoing  that  the  vast  amoimt  of  work  which  has 
been  done  in  recent  years  to  ascertain  accrued  depreciation  as  an  element  for 
consideration  in  regulating  the  rates  of  railroads  and  other  public  utilities  is 
wasted  energy.  The  reciuircment  apjiarently  laid  down  by  the  courts  that 
value  must  be  made  a  starting  point  has  led  experts  and  valuation  commissions 
to  seek  new  meanings  in  the  word  value.  The  writer  hopes  that  some  day 
the  Supreme  Court  will  so  interpret  or  modify  its  Ivnoxville  decision  that  the 
public  service  commission  will  feel  free  to  cut  loose  from  value  when  fixing 
upon  a  rate-base.  He  has  faith  in  the  valuation  exjierts  and  economists,  but 
believes  that  they  should  press  with  greater  vigor  the  demand  for  a  simplified 
procedure.  It  is  their  duty  to  enlighten  the  courts.  They  should  have  the 
courage  to  point  out  anj-  correct  proceeding,  even  though  in  conflict,  at  least 
apparently  so,  with  the  decisions  of  the  courts,  because  any  conclusion  of 
the  court  as  expressed  in  the  Ivnoxville  decision  remains  binding  only  until 
the  same  has  been  modified  by  a  later  finding  of  the  same  high  authority. 
Until  this  is  done,  however,  the  valuation  engineer  will  find  it  advisable  to  com- 
ply with  the  rec|uirements  of  the  public  service  commissions,  and  to 
struggle  with  'present'  and  'market  value'  and  let  the  commissions 
and  the  courts  make  the  most  of  a  bad  situation.  Now  and  then  ho  may 
find  a  court  which  is  bold  enough  to  say  that  accrued  depreciation  may  be 
ignored,  as  in  Idaho,  where,  in  the  Pocatello  Water  Company  case,  the 
Supreme  Court  of  the  state  recently  said: 

"  'So  far  as  the  question  of  depreciation  is  concerned,  wo  think  deduction 
should  be  made  only  for  actual  tiuigible  depreciation  and  not  for  theoretical 
dejireciation,  sometimes  called  "accrued  depreciation."  In  other  words,  if 
it  be  demonstrated  that  the  plant  is  in  good  ojierating  condition  and  giving 
as  good  service  as  a  new  plant,  then  the  ciucstion  of  depreciation  may  1k' 
entirely  disregarded.'  " 
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COMMISSION  DECISION 

PENNSYLVANIA 


532 — Prompt  Payment  Discount. 

Stevens  v.  Abington  Electric  Company,  Complaint  Because  Prompt 
Payment  Discount  was  Not  Allowed  on  a  Certain  Bill.  Decision  of 
the  Pennsylvania  Public  Service  Commission,  Dismissing  the  Com- 
plaint.    March  6,  1917. 

It  appeared  that  the  complainant  had  failed  to  pay  the  bill  in  question 
prior  to  the  discount  date  and  that  the  company  had  properly  refused 
to  allow  the  discount.     The  company  was  unable  to  find  that  the  usual 
contract  pledging  subscribers  to  abide  by  the  company's  rules  and  reg- 
ulations had  been  signed  by  the  complainant.     The  Commission  says: 
"But  the  mere  circumstances  of  getting  or  having  received  service 
without  having  first  signed,  as  the  management  of  the  light  company 
supposed  complainant  had  done,  the  usual  form  of  contract  required 
from  all  consumers,  does  not  give  the  said  complainant  any  special 
rights  or  privileges,  or  exempt  him  in  any  way  from  being  duly 
bound  by  the  rules  and  regulations  of  the  respondent. 
"There  is  nothing  appearing  in  the  record  or  testimony  to  show  that 
any  discrimination  has  been  practiced  in  the  matter  of  discounts 
by  the  Abington  Electric  Company  in  the  conduct  of  its  business. 
The  sole  question  before  the  Commission  in  this  complaint  is  to 
determine  whether  the  foregoing  rules  or  provisions  are  unjust  or 
unreasonable,  and  calculated  to  work  a  hardship  upon  the  consumer. 
"Article  3,  Section  1  (c),  sets  forth  that  it  shall  be  lawful  for  every 
public  service  company: 

"  'To   have   reasonable   rules   and   regulations,   subject   to   existing 
law  and  the  provisions  of  this  act,  governing  the  conduct  of  its 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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business  and  the  conditions  under  which  it  shall  be  required  to 
render  service. 

'It  may  require  the  payment  of  charges  in  advance,  the  making 
of  reasonable  minimum  payments  and  deposits  to  secure  future 
l^ajnients  of  such  charges;  or  it  may  allow  discounts  for  prompt 
payments  of  the  same,  or  impose  penalties  for  failure  to  pay  promptly. 
Provided,  That  such  advance  charges,  mininuun  payments,  deposits, 
discomits,  or  penalties  are  reasonable  and  apply  equally  and  without 
discrimination  or  preference  to  all  shippers,  consumers,  and  patrons, 
under  like  conditions  and  vmder  similar  circumstances.' 
(Laws  1913,  p.  1387.) 

"The  Commission  is  imable  to  find  from  anything  appearing  in  the 
record  or  evidence  of  this  case  that  the  rules  and  regulations  of 
respondent's  tariff  violate  or  infringe  upon  the  letter  or  general 
spirit  of  the  foregoing  section  of  the  Public  Service  Company  Law. 

"The  admission  of  the  complainant  that  his  check  may  not  have  been 
mailed  until  the  23d  of  November,  and  the  envelop  in  which  the 
check  was  sent  bearing  the  postmark  of  November  24th  seems  to 
show  quite  clearly  that  payment  was  not  tendered  until  after  the 
20th  of  November,  the  last  day  of  discount,  and  therefore  imder 
the  rules  of  its  tariff  the  respondent  could  not  have  allowed  the 
discount  to  the  complainant  without  laying  itself  open  to  a  charge 
of  unjust  and  unreasonable  preference.  Hence  the  Commission 
finds  that  complainant  owes  respondent  the  discount  involved 
in  this  proceeding,  and  will  issue  an  order  to  that  effect  dismissing 
the  complaint." 


OKLAHOMA 


220— General  Power  of  Commissions— Service. 

Trimble  et  al.  v.  Wichita  Falls  and  Northwestern  Railway  Com- 
pany, Complaint  as  to  Railway  Service.  Decision  of  the  Oklahoma 
Corporation  Commission,  Dismissing  the  Complaint,  April  27,  1917. 

The  complaint  as  to  the  service  of  the  railway  company  appeared  to 
concern  primarily  the  class  or  character  of  the  company's  employees. 
The  Commission  said: 

"The  record  suggests  that  there  is  an  inclination  on  the  jmrt  of  the 
complainants  to  insist  upon  the  retention  or  emiiloyment  of  certain 
indi\iduals  who  have  given  satisfactory  service  from  the  standpoint 
of  the  public,  but  whom,  for  reasons  of  its  own,  the  defendant  com- 
pany has  seen  fit  to  release  from  its  ser\-ice.  This  commission 
cannot  undertake  to  dictate  as  to  the  identity  of  individuals  to  be 
em]iloyed  l)y  railroad  comjianies.  It  can  and  will  rctiuirc^  (hat 
service  to  the  public  be  adeciuatc." 
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MASSACHUSETTS 

300 — Investment  and  Return. 

Norwood,  Canton  &  Sharon  Street  Railway  Company,  Applica- 
tion for  Authority  to  Increase  Fares.  Decision  of  the  Massachusetts 
Public  Service  Commission,  Granting  the  Apphcation.  May  2,  1917. 
The  Commission's  in\-estigation  sliowetl  that  the  Company  was  in  need 
of  the  additional  revenue  and  little  objection  to  the  increase  was 
offered  by  interested  parties. 

"It  was,  however,  suggested  that  so  large  an  increase  in  the  unit  of 
fare  might  discourage  traffic  to  such  an  extent  as  to  make  the  change 
disadvantageous  to  the  Company  in  its  own  interest,  but,  as  the 
Commission  stated  in  a  similar  connection  in  the  Blue  Hill  Rate  Case, 
this  'is  a  question  of  judgment  upon  which  the  officers  of  the  road 
ought  fairly  to  be  allowed  within  reasonable  limits  free  exercise  of 
their  own  discretion.'     3  Ann.  Rep.,  Mass.  P.  S.  C,  p.  83." 


COURT  DECISIONS 

WISCONSIN 

300 — Investment  and  Return. 

Miles  v.  People's  Telephone  Co.,  Decision  of  the  Supreme  Court  or 
Wisconsin,  June  28,  1917.  163  Northwestern,  652. 
The  plaintiff  is  a  stockholder  of  the  defendant  telephone  company, 
holding  a  certificate  which  entitles  him  to  telephone  service,  and  which 
provides  for  an  assessment  to  pay  the  corporate  expenses  of  the  company 
not  to  exceed  .$10.00  per  share  per  year.  The  Company  made  an 
assessment  against  the  plaintiff  of  $10.00,  an  amount  arrived  at  by 
computing  the  entire  cost  of  telephone  service  and  dividing  by  the 
average  number  of  telephones  in  service  during  the  year.  Plaintiff 
refused  to  pay  the  amount  assessed.  The  defendant  company  gave 
notice  that  after  a  certain  date  those  parties  whose  assessments  were 
in  arrears  would  be  required  to  make  a  guarantee  deposit  of  $10.00 
and  that,  upon  the  using  of  such  deposit  in  payment  of  the  assessment, 
a  new  deposit  would  be  required  or  service  would  be  discontinued 
within  thirty  days  after  notice.  Under  this  rule  of  the  company, 
plaintiff's  service  was  discontinued.  Thereupon  this  action  was  com- 
menced. The  lower  court  held  that  the  company  had  no  right  to  require 
the  advance  deposit  or  disconnect  the  service  for  failure  to  pay,  but  was 
limited  to  the  ordinary  remedies  for  collecting  dcl)ts;  and  held,  also, 
that  the  cost  of  service  assessable  against  the  jilaintiff  should  not 
include  allowance  for  depreciation.  Upon  appeal  from  this  finding,  the 
Supreme  Court  holds  that,  in  arriving  at  the  cost  of  service  assessable 
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against  a  holder  of  the  certificate  of  common  stock,  it  is  proper  to 
inchide  any  sums  that  might  be  apphcd  by  actual  payment  or  set  aside 
in  a  fund  for  losses  caused  by  storms  or  catastrophes,  and  to  meet  the 
requirements  of  industrial  insurance.  With  regard  to  depreciation, 
the  Court  said: 

360 — Depreciation. 

"By  'depreciation'  is  meant  that  inevitable  decrease,  year  after  year, 
in  the  value  of  any  such  industrial  plant  owing  to  ordinary  wear  and 
tear,  to  the  influence  of  the  elements,  to  improvements  in  materials 
and  methods  which  thcreliy  lessen  the  value  of  the  old.  The  term 
also  covers  tlie  necessity  of  providing,  in  a  systematic  way,  the  funds 
in  advance  and  year  l)y  year  for  the  change  to  the  new  material  or 
method  when  the  old  materials  and  methotls  become  useless  or  inatle- 
quate.  We  think  this  view  of  the  trial  court  was  error,  and  that  the 
better  rule  is  to  hold  that  a  reasonable  allowance  from  year  to  year 
for  such  depreciation  can  properly  be  considered  as  an  element  of 
the  total  cost  for  each  year's  service.  This  is  the  view  adopted  in 
other  jurisdictions.  Iviioxville  v.  Water  Co.,  212  U.  S.,  1,  10;  29 
Sup.  Ct.,  148;  53  L.  Ed.,  371.  People  ex  rel.  B.  L.  H.  &  P.  Co.  v. 
Stevens,  203  N.  Y..  7,  22;  96  N.  E.,  114.  The  necessity  for  some 
such  allowance  is  recognized  as  a  matter  of  common,  present  dav 
knowledge.  Von  Baumbach  v.  Sargent  L.  Co.,  242  U.  S.,  503,  37 
Sup.  Ct.,  201;  61  L.  Ed.  It  is  recognized  in  this  state,  as  a  matter 
of  public  policy,  for  the  legislature  has  provided  that  a  charge  over 
and  above  the  expense  of  maintainance  in  such  a  sum  that  is  required 
to  keep  pro]ierty  of  a  public  utility  in  a  state  of  efficiency  corre- 
sponding to  the  progress  of  the  industry  is  proper  and  has  designated 
such  charge  as  depreciation.     Section  1797-ml5." 

139.9— Deposit. 

The  company's  right  to  require  a  guarantee  deposit  is  also  upheld. 
The  Court  said: 

"The  defendant  has  an  imquestionable  right  to  make  reasonable 
rules  and  regulations  applying  to  all  customers  and  persons  served 
alike,  for  the  proper,  convenient  and  economical  carrying  on  of  its 
business.  Shepard  v.  Milwaukee  G.  L.  Co.,  6  Wis.,  539;  70  Am. 
Dec,  479.  State  v.  Kenosha  Home  Tel.  Co.,  158  Wis.,  371;  148 
N.  W.,  877;  Ann.  Cas.,  1916E,  365.  S.  W.  Tel.  Co.  v.  Danaher, 
238  U.  S.  482,  35  Sup.  Ct.,  886;  59  L.  Ed.,  1419;  L.  R.  A.,  1916A, 
1208.  Irvin  v.  Rushville,  etc.,  Tel.  Co.,  161  Ind.,  524;  69  N.  E., 
258.  Buffalo,  etc.,  Tel.  Co.  v.  Turner,  82  Neb.,  841;  118  N.  W., 
1064;  19  L.  R.  A.  (N.  S),  693;  130  Ann.  St.  Rep.,  699.  Woodlev 
V.  Carolina,  etc.,  Tel.  Co.,  163  N.  C,  284;  79  S.  E.,  598;  Ann.  Cas., 
1914D,  116.  Yancey  v.  BatesviUe  Tel.  Co.,  82  Ark.,  486;  99S.  W., 
679;  11  Ann.  Cas.,  135.  Malochee  v.  Great  Southern  Tel.  Co.,  49 
La.  Ann.,  1690;  22  South.,  922. 

"It  may,  therefore,  elect  to  do  business  on  a  cash  or  a  credit  basis 
and,  when  we  consider  the  smallness  of  the  amount  to  be  collected 
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from  iiulividual  users  and  the  great  expense  that  would  ])e  entailed 
in  pursuing  the  usual  legal  procedure  in  contract  actions  thereon,  it 
cannot  well  do  business  on  a  cash  basis  other  than  by  adoi^ting  some 
such  regulation  as  the  one  here  in  question.  As  it  may  well  refuse 
on  its  part  to  do  business  with  those  who  refuse  on  their  part  to 
abide  by  such  regulations  in  the  first  instance,  so  it  may,  under 
reasonable  conditions,  enforce  its  rights  by  providing,  especially 
where  there  has  been  a  refusal  to  pay  the  then  existing  charges,  as 
was  done  in  this  case,  that  to  all  who  refuse  to  give  such  security 
service  will  be  discontinued. 

"It  being,  therefore,  authorized  to  make  such  terms  and  conditions 
a  prerequisite  to  service,  the  trial  court  erred  in  holding  that  the 
discontinuance  of  the  service  was  unlawful  anil  in  awarding  damages 
to  the  plaintiff  for  the  period  for  which  his  service  was  discontinued." 


COMMISSION  POLICY 
RATE  REGULATION  AND  REASONABLE  RETURN 

200 — Public  Service  Regulation — Law  and  Practice. 

Regulation  of  Utilities  by  John  S.  Rilling,  Public  Service,  August 
1917,  p.  38,  H  pages. 

John  S.  Rilhng,  member  of  the  Pennsylvania  Public  Ser\ice  Com- 
mission, read  a  paper  before  the  Pennsylvania  Bar  Association  dealing 
with  many  important  questions  relating  to  public  utilities  and  their 
regulation  by  commissions. 

In  his  discussion  of  rate  regulation  and  the  determination  of  a  reason- 
able return,  he  shows  clearly  his  recognition  of  the  fact  that  an  arbitrary 
restriction  of  the  rate  of  return  and  reduction  of  rates  is  not  the  chief 
aim  of  regulation.     He  says  in  part: 

"The  regulating  authority  should  permit  the  utility  to  render  its 
service  under  such  conditions  that  it  may  carry  out  the  purposes 
for  which  it  was  organized  in  an  adequate  and  efficient  manner  with- 
out the  employment  of  an  unnecessary  amount  of  capital,  under 
favorable  conditions  and  by  permitting  it  to  earn  through  an  ap- 
proved schetlule  of  rates  a  fair  return  for  its  owners.  Regulation 
may  mean  the  enlargement  as  well  as  the  restriction  of  power. 
The  real  end  to  be  sought  by  regulation  is  adequate  service  for  a  reasonable 
charge.  The  fair  return  should  follow  the  service  and  never  precede  it.   .    .    . 

"The  investment  in  a  utility  having  subjected  itself  to  the  regulatory 
power  of  the  state  creates  between  the  public  and  the  utility  such 
relations  and  there  arise  such  mutual  obligations  that  each  has 
duties  devolving  upon  it  which  cannot  lie  ignored  or  improperly 
performed  without  injury  to  both  the  public  and  the  utility. 
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"On  the  part  of  the  state  it  calls  for  an  impartial  and  just  admin- 
istrative suiiervision  whereby  the  public  service  so  necessary  to  its 
welfare  is  adeciuately  rendered  for  a  reasonable  charge.  On  the 
part  of  the  utility  it  carries  with  it  a  submission  to  the  regulatory 
authority,  within  limits  prescribed  by  law,  accompanied  with  the 
jierformance  of  such  action  that  it  is  at  all  times  so  equipped  and 
maintained  as  to  be  able  to  carry  out  and  perform  its  proper  func- 
tions. 

"Through  the  performance  of  these  obligations  there  is  involved 
on  the  part  of  the  public  its  comfort  and  convenience,  on  the  part 
of  the  utility  the  protection  and  conservation  of  a  combined  cajiital 
of  such  extent  that  the  far  reaching  effect  of  the  enforcement  of  an 
unwise  policy  can  hardly  l)e  calculated. 

"It  is  through  the  medium  of  the  capital  investeil  in  a  utility  that 
there  are  created  such  conditions  and  there  is  supplied  such  an 
agency  that  the  desired  public  service  in  any  public  community  is 
adcfjuately  rendered.  The  worth  of  the  service  is  the  consideration 
moving  from  the  utility  to  the  public  in  consideration  of  the  pay- 
ment of  the  rates.  In  considering  the  worth  of  this  service  we 
cannot  take  a  contracted  or  narrow  view.  The  supplymg  of  a 
gallon  of  water  or  a  certain  amount  of  gas  or  electricity,  or  the 
transportation  of  an  individual  or  property  for  a  certain  distance,  i.s 
of  a  particular  value  to  the  indi\idual  so  served.  To  the  community 
as  a  whole  and  even  to  the  entire  state  it  is  of  an  additional  value 
and  importance.  The  rendering  of  public  service  means  more 
than  the  value  to  the  individual. 

"An  efficient  public  utility  rendering  adequate  service  is  a  good 
asset  to  a  commimity  because  it  adds  materially  to  the  value  of  all 
the  property  therein,  and  taken  collectively  the  state  as  a  whole  is 
therefore  materially  improved  and  benefited. 

"We  know  of  no  fact  that  will  retard  the  growth  and  the  development 
of  a  community  to  a  greater  extent  or  work  a  greater  injury  to  the 
pubhc  therein  than  the  lack  of  proper  puljlic  utility  service.  The 
existence  thereof  is  conducive  to  the  health,  happiness  and  uplift 
of  the  community.  The  character  of  the  public  service  reflects  to 
a  great  extent  the  intelligence,  progressiveness  and  prosperity  of 
the  public  in  any  given  place  and  its  worth  is  therefore  not  alone 
to  be  measured  by  dollars  and  cents. 

"We  are  wont  to  speak  of  the  security  afforded  the  owners  of  public 
utilities  on  account  of  the  exclusive  field  of  operation  afforded  them 
untler  the  non-competitive  policy  now  in  force.  We  should  bear  in 
mind,  however,  that  every  investment  in  a  utility  is  to  a  greater 
or  less  extent  made  subject  to  certain  risks  and  limitations.  The 
state  in  no  way,  nor  at  any  time,  nor  in  any  case  unilerwrites  any 
investment  made  in  a  public  utility.  The  utility  is  onl\'  entitled 
to  a  fair  return  if  the  service  rendered  is  worth  it  antl  if  it  is  earned. 
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The  obligation  of  the  state  extends  no  further  than  to  accord  to 
the  utihty  the  protection  guaranteed  by  the  constitution. 
"The  theory  of  the  law  is  that  all  capital  which  is  prudently  invested 
in  a  public  utility  and  properly  managed  is  entitled  to  a  reasonable 
return  over  and  above  the  cost  of  operation  and  a  reasonable  allowance 
for  depreciation.  The  pohcy  of  the  regulating  agency  should  be  to 
assure  to  all  the  patrons  of  the  utility  an  adequate  service  for  a  reason- 
able rate  and  it  should  be  equally  vigilant  so  that  the  capital  invested 
in  the  enterprise  will  recei\e  its  proi^er  return.  If  the  policy  is 
otherwise  it  ijrevents  the  rendering  of  adequate  service  and  means  the 
destruction  and  not  the  regidation  of  public  utilities. 
"Capital  naturally  is  timid  and  in  the  last  analysis  the  investor 
must  be  satisfied  "that  it  is  for  his  benefit  to  engage  in  the  utility; 
otherwise  he  will  not  part  with  his  money.  Capital  will  not  seek 
investment  in  puljlic  utilities  if  it  has  a  fore-knowledge  that  the  state 
through  its  regulating  agencies  is  likely  to  adopt  a  restricting  policy 
towards  its  receiving  a  conamensurate  return." 

132— Protection  from  Competition. 

The  abandonment  of  competition  between  public  utihties  under  the 
provisions  of  the  Public  Service  Company  Law  of  Pennsylvania  is  ap- 
proved by  Cominissioner  Rilling.     He  says : 

"The  utility  is  given  not  a  monopoly  but  an  exclusive  privilege  in 
consideration  of  which  it  has  subjected  itself  to  the  reasonable 
regulation  of  the  proper  authorities  whereby  it  is  shorn  of  all  of  the 
evils  of  a  monopoly  and  it  renders  its  service  under  a  sense  of  security 
in  its  field  of  activity  with  a  reasonable  assurance  that  it  will  be 
permitted  to  charge  for  its  services  such  rates  as  will  pay  its  oper- 
ating expenses,  including  a  reasonable  depreciation,  and  pay  to  its 
owners  a  proper  return  on  their  investment,  knowing  that  unless 
it  so  operates,  the  exclusive  character  of  its  services  will  not  be  con- 
tinued and  the  utility  will  be  subjected  to  competition. 
"The  lausiness  of  public  utilities  is  such  that  it  is  generally  expedient 
that  a  single  enterprise  should  serve  a  municipality.  The  distribu- 
tion of  water,  light,  heat,  transportation  facilities,  telephone  and 
other  public  service,  are  in  their  very  nature  more  or  less  natural 
monopolies,  and  in  the  mterest  of  the  public,  one  system,  if  properly 
regulated,  can  serve  a  community  more  economically  and  efficiently 
than  if  the  competition  were  permitted,  and  it  has  now  become  a 
policy  of  almost  universal  adoption  in  all  of  our  states  that  compe- 
tition insofar  as  public  utilities  are  concerned  must  yield  to  a  policy 
of  regulation." 

830— Public  Ownership. 

Regarding  municipal  ownership,  he  says: 

"Municipal  ownership  of  public  utilities  has  never  been  the  glowing 
success  that  its  ardent  supporters  have  claimed  for  it." 
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REFERENCES 
RATES 

631 — Cost  of  Supplies    Coal. 

Blackstone  Valley  Gas  and  Electric  Company,  Woonsocket,  Rhode 
Island  (Pop.,  38,125).     Coal  Clause  Effective  July  25,  1917. 

The  Company  has  added  a  coal  clause  to  its  schedule  for  wholesale 
power,  which  provides  for  variation  in  the  rate  with  fluctuations  in  the 
price  of  coal  delivered  at  the  Company's  principal  plant,  located  in 
Pawtucket.     The  clause  reads  as  follows: 

"The  above  rate  is  based  on  an  average  eost  to  the  Company  of  .$4.00  a  gro.ss 
ton  for  Pocahontas.  New  River  or  other  coal  of  ecjiiivalent  grade  (a  coal  con- 
taining approximately  14.S00  B.  t.  u.  a  poimd  dry),  or  a  i)roportional  average 
cost  for  coal  of  other  heating  value  delivered  into  the  Pawtucket  .storage 
of  the  Company.  The  total  cost  of  the  coal  used  by  the  Comjj.any  for  the 
generation  of  electricity  in  Pawtucket  in  each  calendar  month  shall  be  deter- 
mined on  the  basis  of  the  cost  delivered  into  the  Company's  Pawtucket  storage 
of  all  coal  held  in  the  Pawtucket  storage  of  the  Company  on  the  first  day  of 
such  month,  and  if  this  total  cost  varies  from  such  average,  the  aggregate 
amount  of  the  variation  shall  be  divided  by  the  total  number  of  kilowatt- 
hours  of  electricity  delivered  by  the  Company  in  such  month  for  power  pur- 
poses and  to  other  public  utilities  and  the  variation  per  kilowatt-hour  for 
such  month  so  determined  shall  be  added  or  deducted,  as  the  case  may  be,  to 
orfrom  the  charge  per  killowatt-hour  for  all  electricity  delivered  in  such  month 
imder  this  rate,  and  such  variation  shall  not  be  subject  to  any  discount.  If  a 
bill  covers  electricity  delivered  partly  in  one  calendar  month  and  partly  in 
another,  all  such  electricity  shall  be  deemed  to  have  been  delivered  in  the 
later  calendar  month." 

720— Rate  Schedules. 

Electric  Rates  in  the  State  of  Illinois  in  Effect  September  1,  1916. 
Published  by  the  Illinois  Public  Utilities  Commission.  Pamphlet 
385  pages. 

The  Illinois  Commission  h.as  compiled  from  the  official  rates  .as  filed  with  the 
Commission  the  rate  schedules  for  electric,  gas,  water,  and  heating  service  in  effect 
September  1,  1916,  and  all  telephone  exchange  rates  in  effect  April  30,  1917.  The 
pamphlet  of  electric  rates  gives  all  the  rates  filed  for  service  within  the  state 
regardless  of  size  of  the  commimity  served.  All  rules  and  regulations  are  given 
which  directl)'  affect  the  amount  that  the  consumer  pays  for  service.  In  addition  to 
the  rates,  rules  and  regulations,  the  method  of  generation  and  the  duration  of 
service  is  given  for  each  city. 

A  similar  pamphlet  (48  pages)  contains  the  rates,  rules  and  regulation  of  all  gas 
companies  of  the  state.     Rates  for  municipal  utilities  are  not  included  as  muni- 
cipal utilities  are  not  subject  to  the  Illinois  Public  Utilities  Law. 
In  the  introductory  statement  to  the  pamphlet  eom])ilations,  the  following  explan- 
ation is  made: 

"No  effort  is  here  made  to  explain  or  comment  on  .any  of  the  rates  listed — the 
reasonableness  of  the  rates  for  each  locality  cannot  be  judged  solely  from 
comparison — e.ach  utility  has  local  conditions  which  may  differ  from  those 
of  other  utilities.     Therefore,   users  of  this  publication   should   make  com- 
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parisons,  constantly  bearing  in  mind  the  local  conditions  under  which  each 
utility  operates. 

"Some  of  the  rates  and  rules  contained  in  this  publication  may  not  be  in  exact 
accord  with  the  Public  Utilities  Law  and  the  orders  and  decisions  of  the  com- 
mission but  they  have  been  mcluded  in  order  that  the  publication  may  be 
complete  and  show  all  of  the  schedules  in  effect  at  the  time  of  the  publication. 
It  must  not  be  inferred  that  by  reason  of  including  all  rates,  rules  and  regula- 
tions in  effect  that  they  have  been  sanctioned  by  the  commission." 

621.1 — Load  Factor. 

The  Dis.\ppearance  of  the  Evening  Peak,  bv  William  N.  Neibich. 
Electrical  World,  July  28,  1917,  p.  148.     3^  pages. 

Data  are  presented  in  this  article  on  the  growth  of  the  high  tension  industrial 
load  of  the  Consolidated  Gas,  Electric  Light  &  Power  Comp.any  of  Baltimore. 
This  load  has  grown  to  such  an  extent  in  recent  years  that  it  has  practically  caused 
the  disappearance  of  the  evening  peak  load.  There  are  only  about  six  weeks  of 
the  year,  from  the  second  week  in  December  to  the  third  week  in  January,  when 
this  does  not  apply.  During  this  time  the  lighting  load  and  the  industrial  load 
overlap,  owing  to  the  shortened  hours  of  the  day. 

In  order  to  show  this  changed  condition  of  the  compan.y's  load,  curves  of  load 
on  days  in  1909,  1914  and  the  present  year  are  shown.  The  load  curves  of  1909 
were  taken  because  this  was  about  the  time  the  idea  of  central  station  service  for 
large  industrial  requirements  was  put  into  practice.  Those  of  1914  show  the 
great  stride  made  in  the  increase  of  industrial  load  and  central  station  service 
after  a  period  of  five  years.  The  load  cvirves  of  the  present  day  show  the  further 
increase  of  industrial  load  and  the  changed  characteristics  of  the  total  system 
load. 

224— Public  Service  Regulation— Rates. 

The  Making  of  Rates  After  Valu.ation,  by  William  J.  Norton. 
Journal  of  the  Western  Society  of  Engineers,  May,  1917,  p.  345.  14| 
pages. 

Reference  to  papers  and  books  written  upon  the  subject  of  rate  regulation  and 
review  of  the  work  of  state  commissions  show  that  practically  all  of  the  attention 
has  been  given  to  the  valuation  problems,  while  other  important  elements  which 
should  enter  into  a  projier  determination  of  rates  are  carelessly  handled  or  are 
omitted  entirely.  The  other  elements  which  must  be  decided  in  fixing  rates  are 
rate  of  return,  current  operating  expenses,  deferred  operating  expenses  or  depre- 
ciation, and  the  operating  revenues.  The  importance  given  the  one  element  of 
valuation  has  been  due  to  the  fact  that  our  rate  precedents  come  from  court  cases 
where  the  ([uestion  of  confiscation  of  property  is  the  only  question  involved. 
The  court  camiot  decide  whether  this  property,  or  the  fair  profits  of  the  same,  is 
being  confiscated  unless  it  knows  the  value  of  the  property.  The  commissions, 
however,  luider  the  pubfic  utility  laws,  are  not  necessarily  concerned  w-ith  property, 
but  h.ave  broad  regulatory  powers,  and  imder  them  arc  fundamentally  burdened, 
in  the  interests  of  the  public,  with  the  broad  cpiestion  of  obtaining  the  best  and 
most  complete  service  at  the  rales  which  loill  best  accomplish  this  result. 

The  important  power  given  to  commissions  in  the  regulation  of  rate  of  return  has 
not,  on  the  whole,  been  properly  used.  It  certainly  should  never  be  used  to  obtain 
a  temporary  result  in  the  way  of  rate  reduction.  Its  largest  use  in  the  hands  of 
an  intelligent  commission  should  be  to  build  up,  in  their  own  state,  the  possibility 
of  the  broadest  and  most  comprehensive  service  that  is  possible. 

In  determining  proper  operating  expenses,  the  general  commission  practice  is  to 
make  a  simple  audit  of  the  operating  expenses.  Up  to  this  time  there  has  been 
no  difference  in  the  treatment  of  operating  expenses  between  the  best  and  most 
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efficient  company  and  the  worst.  In  this  connection,  attention  is  called  to  the 
fact  that  no  practical  use  is  made  of  the  annual  reports  which  the  companies  are 
rcciuircd  to  file  witli  commissions.  The  annual  and  other  statistical  reports  of 
the  commissions  should  be  recpiired  only  when  there  is  a  definite  use  for  such 
data.  They  should  be  carefully  and  thoughtfully  worked  out,  and  when  received 
should  be  used  for  a  constructive  purpose.  Here  the  commissions  have  a  real 
tool  which  is  practically  \muscd.  In  a  rate  ca.se  it  is  obvious  that  the  actual 
operating  expenses  of  the  company  should  be  studied  with  great  care  and  with 
particular  reference  to  the  efficiency  and  economy  which  has  been  exercised. 

Cireater  study  should  be  given  the  problem  of  providing  a  proper  reward  to  enter- 
prising companies  for  economical  and  efficient  operation. 

After  these  various  elements  have  been  considered  there  remains  a  matter  of 
great  importance  to  electric  utilities.  That  is  the  proper  adjustment  of  the 
rates  to  conform  with  the  findings  in  each  case. 


PUBLIC  SERVICE  REGULATION 


252— Commission  Annual  Reports. 

Public  Utilities  Commission  of  the  District  of  Columbl\.  Fourth 
Annual  Report,  1916.     276  pages. 

The  report  contains  statistics  for  the  public  utilities  under  the  jurisdiction  of  the 
Commission  and  statements  of  the  formal  and  informal  cases  handled  during  the 
year  showing  what  action  was  taken  in  each  case.  The  formal  opinions  rendered 
by  the  Commission  are  also  given.  Regarding  the  informal  cases,  the  report 
says: 

"The  ability  of  the  commission  to  effect  adjustment  of  difficulties  between 
public  ssrvice  corporations  and  the  public  without  recourse  to  formal  litiga- 
tion has  been  most  marked.  Hunclreds  of  informal  complaints  have  been 
handled  by  the  commission  and  it  is  a  source  of  gratification  that  the  public 
utilities  evince  a  willingness  to  try  to  adjust  matters  in  controversy  with  the 
public  without  the  necessity  of  formal  hearings." 

252 — Commission  Annual  Reports. 

New  Jersey  Bo.\rd  of  Public  Utility  Commissioners,  Seventh 
Annual  Report.     1916.     254  pages. 

The  annu.al  report  has  been  issued  covering  the  work  of  the  New  Jersey  Board 
for  the  year  1916.  An  account  is  given  of  the  work  during  the  year.  A  statement 
is  made  of  the  formal  and  informal  complaints  or  applications  coming  before  the 
Board  and  the  disposition  made  in  each  case  decided  during  the  year.  Informa- 
tion is  given  regarding  the  handling  of  the  valuation  and  rate  case  of  the  Public 
Service   Electric  Company  (pp.  5-8  and  20-22). 

226.2    Extension  of  Service. 

Hegarding  extensions  of  service  of  public  utilities,  the  New  Jersey  law.  Section  17, 
Sub-section  C,  provides  that  the  Board  shall  have  power  to  require  every  public 
utility 

"To  establish,  construct,  maintain  and  operate  any  reasonable  extension  of 
its  existing  facilities,  where,  in  the  judgment  of  said  board  such  extension  is 
reasonable  and  practicable  and  will  furnish  sufficient  business  to  justify  the 
construction  and  maintenance  of  the  same,  and  when  the  financial  condition 
of  the  said  public  utility  reasonably  warrants  the  original  expenditure  refpiired 
in  making  and  operating  such  extension." 
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The  Board  in  its  recommendations  for  legislation  asks  that  the  law  "be  amended 
so  that  no  doubt  will  exist  but  that  'sufficient  business'  includes  a  sufficient  reve- 
nue from  the  extension,  either  from  payments  for  service  afforded  at  the  regular 
rates  therefor  or  from  guarantees  of  payments  to  the  utility  to  make  up  the  suffi- 
cient revenue." 


GENERAL 

900— General. 

Lighting  in  the  Textile  and  Clothing  iNDUfeiRY,  by  C.  E.  Clewell 
Electrical  World,  July  2.8,  1917,  p.  152.     4  pages. 

The  proper  illumination  of  clothing  factories  and  similar  workshops  is  discussed 
in  this  article. 

900— General. 

The  Utilities  Magazine,  August,  1917.     32  pages. 

This  issue  of  the  Utilities  Magazine  contains  papers  dealing  with  labor  problems 
in  public  utilities,  as  follows:  "Comparison  of  Wages  and  Some  Factors  Deter- 
mining them  in  the  Street  Railway  and  Electric  Light  Industries,"  by  Arthur 
Eviins  Wood.  "Proposed  Guaranties  of  Continuity  of  Service  in  Public  Utilities 
in  New  York,"  by  Delos  F.  Wilcox.  "National  Shippers'  Conference  Answers 
Mr.  Rea."  Statement  by  Clifford  Thorne,  Luther  Walter  and  Graddy  Gary,  and 
"Quick  Assets  of  the  Railroads,"  by  Graddy  Gary. 

980— Public  Relations. 

Higher  Fare  Publicity.  Electric  Railway  Journal,  July  28,  1917,  p. 
140.     1§  pages. 

A  description  is  given  of  the  publicity  campaign  begim  by  the  New  York  electric 
railways  for  higher  fares  in  the  Second  District.  Four  of  the  advertisements 
used  by  the  railways  to  inform  the  public  are  reproduced  in  this  article.  They 
set  forth  the  reasons  why  the  street  railways  can  no  longer  furnish  proper  service 
imder  the  five  cent  fare. 


COURT  DECISION  REFERENCES 


224— General  Powers  of  Commissions— Rates. 

Turner  v.  Connecticut  Co.  Decision  of  the  Supreme  Court  of 
Errors  of  Connecticut.     June  14,  1917.     101  Atlantic  88. 

The  Connecticut  Commission  denied  a  petition  for  a  reduction  in  the  rates  of  fare 
charged  by  the  defendant  .street  railway  company  and  this  decision  of  the  C"om- 
mission  was  confirmed  by  the  Superior  Coiu't.  An  appeal  from  the  action  of  that 
Court  brought  the  matter  before  the  Supreme  Court  of  Errors  where  the  dcoision 
of  the  Commission  was  again  confirmed.  In  the  decision  of  the  higher  court  the 
regulation  of  public  utility  rates  in  Connecticut  is  discussed  as  follows: 

"The  remedy  for  the  enforcement  of  rca.sonable  rates  provided  by  our  act  was 
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new  in  this  jurisdiction.  So  long  as  the  company  establishes  reasonable  rates, 
these  cannot  be  lowered  by  commission  or  court.  When  it  fails  in  this  duty 
the  Public  Utilities  ('oinniis.sion  is  authorized  to  prescribe  just  and  reasonable 
maximum  rates.  And  its  authority,  under  this  act,  may  be  invoked  whenever 
the  rates  as  fixed  arc  either  so  high  or  so  low  as  to  be  unreasonable.  The 
Commission  is  an  administrative  one,  with  the  delegated  legislative  function 
of  fixing  railway  rates. 

244    Rehearings  and  Appeal. 

"A  court  may  not  lie  required  to  fix  or  regulate  a  tariff  of  rates  for  services 
to  be  rendered  by  a  public  service  corporation  since  this  is  a  legislative  function 
and  may  be  conferred  bv  law  upon  a  specially  designated  ministerial  bodv. 
Heagan"v.  Farmers'  Loan  and  Trust  Co.,  1.54  U.  S.  362.  397,  U  Sup.  Ct.  1047, 
38  L.  Ed.  1014;  Interstate  Commerce  Commission  v.  Railwav  Co.,  167  U.  S. 
479,  499,  17  Sup.  Ct.  896,  42  L.  Ed.  243;  Janvrin  Petitioner,  174  Mass.  514, 
55  N.  E.  381,  47  L.  R.  A.  319;  Raritan  River  R.  Co.  v.  Traction  Co.,  70  N.  J. 
Law  (41  Vroom)  732,  58  Atl.  332.     .      .      . 

"The  court  may  hear  and  determine  whether  the  order  of  the  Commission  fix- 
ing maximum  rates,  or  its  order  declining  to  change  the  rate  fixed  by  the  com- 
pany, is  valid  or  not,  by  ascertaining  whether  the  rate  so  fixed  or  the  rate 
unchanged  was  reasonable  or  not.     Such  a  question  is  a  judicial  one  .... 

"The  reasonableness  of  the  rate  is  to  be  determined  after  viewing  its  effect 
upon  the  public  as  well  as  upon  the  company.  The  rate  may,  on  the  one  hand, 
be  so  low  as  to  be  destructive  of  the  property  of  the  company,  or  it  may  be 
so  high  as  to  be  an  unjust  exaction  from  the  public;  either  intrinsically  so, 
or  because  it  is  discriminatory.  In  cither  instance  the  rate  is  unreasonable. 
What  the  court  does  in  passing  upon  these  questions  is  to  decide  after  hearing 
had  in  the  course  of  a  judicial  proceeding,  whether  the  rate  complained  of 
is  so  high  or  so  low  as  to  be  unreasonable.  No  satisfactory  definition  of  reason- 
able, as  applied  to  rates,  applicable  to  each  case,  can  be  made.  Each  must 
be  decided  upon  its  own  facts  and  upon  a  consideration  of  many  varying  ele- 
ments. A  passenger  rate  upon  a  railway,  to  be  reasonable,  must  be  just  to 
the  public  as  weU  as  to  the  railway.  It  should  be  large  enough  to  provide 
for  the  passenger  reasonable  service  and  for  the  railway  a  reasonable  return. 
The  rate  may  be  made  high  enough  to  cover  the  cost  of  service,  the  carrying 
charges,  a  reasonable  sum  for  depreciation,  and  a  fair  return  upon  the  invest- 
ment. Less  than  this  will  not  give  the  railway  a  reasonable  rate.  The  action 
of  a  utilities  commission  which  reduces  a  rate  below  this  point  miduly  deprives 
the  owners  of  their  property  without  just  compensation.  If  a  rate  exceeds 
this  point  to  an  appreciable  degree  and  the  Commission,  upon  proper  appli- 
cation, declines  to  reduce  it,  the  court  would,  in  the  absence  of  other  con- 
trolling facts,  reduce  it  to  a  reasonable  point." 


244 — Rehearings  and  Appeal. 

Mississippi  Railroad  Commission  v.  Mobile  &  O.  R.  Co.  et  al. 
Decision  of  the  Supreme  Court  of  Mississippi,  Juno  18,  1917,  75 
Southern,  778. 

The  Mississippi  Railroad  Commission  appealed  from  an  order  of  the  Chancery 
Court,  which  granted  a  perpetual  injunction  against  the  enforcement  of  the  Com- 
mission's order  requiring  the  erection  of  a  passenger  depot.     The  Court  said: 

"The  question  is  raised,  but  not  seriously  argued,  that  injiuiction  was  not  the 
proper  procedure  by  these  companies.  However,  the  Commission  was  not 
acting  in  a  judicial  or  (piasi-judicial  capacity  in  ordering  the  building  of  these 
depots.     It  was  acting  in  its  legislative  or  administrative  capacity  in  domg 
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so,  and  its  proeedure  was  proper,  as  is  borne  out  by  the  authorities,  which  we 

deem  it  unnecessary  to  cite." 
The  principal  contention  of  the  Commission  is  that  the  order  of  the  Commission 
was  prima  facie  evidence  that  it  was  right  and  proper  and  that  the  lower  court 
should  have  sustained  this  finding,  imless  the  testimony  showed  'by  clear  and 
satisfactory  evidence  that  the  order  of  the  Commission  complained  of  is  unlawful 
and  unreasonable.' 

The  Supreme  Court  says: 

"One  who  attacks  an  order  of  the  Railroad  Commission  has  the  burden  of 
proof  resting  upon  him  of  establishing  to  the  satisfaction  of  the  lower  court 
that  the  order  of  the  Commission  is  not  reasonable.  This  statute  is  perfectly 
plain  and  imambiguous.  It  was  the  duty  of  the  lo\ver  court  to  give  to  the 
findings  of  the  Railroad  Commission  the  benefit  of  this  statute.  .  .  . 
"It  is  earnestly  insisted  by  the  appellant  in  this  case  that  this  court,  in  review- 
ing the  decision  of  the  chancellor,  should  not  give  it  the  same  weight  and 
consideration  on  its  findings  of  fact  that  it  does  in  ordinary  cases,  but  that 
we  should  view  this  case  just  as  if  we  were  the  lower  court  trying  the  case 
and  give  to  the  order  of  the  Commission  the  weight  it  is  entitled  to  under 
Section  4836  of  the  code.  Numerous  decisions  are  cited  by  counsel  for  the 
appellant  as  to  what  effect  should  be  given  the  finding  of  the  Commission. 
These  decisions,  however,  relate  only  to  the  effect  to  be  given  to  this  finding 
by  the  lower  court,  or  by  the  Appellate  Court  when  the  lower  court  has  sus- 
tained these  findings  of  the  Commission.  In  the  case  at  bar,  however,  the 
chancellor  decided  that  the  order  of  the  Commission  was  imreasonable.  To 
this  decree  we  give  the  same  force  and  effect  that  we  do  to  all  other  decrees 
of  the  lower  court.  In  other  words,  if  the  chancellor  could  have  so  found 
under  the  testimony,  then  we  will  not  disturb  his  findings  here.  The  case  now 
under  review  comes  to  us  with  the  finding  of  fact  of  the  chancellor  that  the 
order  of  the  Commission  relating  to  the  passenger  dejjot  is  imreasonable.  The 
decree  specifically  so  states.  There  was  testimony  under  which  the  chancellor 
could  have  so  found.  We  cannot  try  the  case  in  this  court,  as  it  was  tried  in 
the  lower  court.  We  give  to  this  decree  the  same  force  and  effect  that  we 
give  to  the  decrees  of  all  the  chancery  courts." 
The  decision  of  the  chancellor  is  affirmed. 

616.1~Street  Lighting. 

Northern  Westchester  Lighting  Co.  v.  Village  of  Ossining.  De- 
cision of  the  New  York  Supreme  Court,  Appellate  Division.  May  25, 
1917.     165  New  York  Supp.  247. 

The  contract  between  the  electric  company  .and  the  defendant  village  for  street 
lighting  service  expired,  and  on  the  last  day  of  the  existing  contract  the  company, 
after  imsuccessful  negotiation  for  a  new  contract,  resulting  in  a  resolution  of  the 
village  board  that  apjilication  be  made  to  the  Public  Service  Commission  to  fix 
a  rate  for  the  service,  wrote  to  the  village  officials  stating  that,  imtil  the  village 
made  further  agreement,  the  company  would  expect  it  to  pay  the  rate  provided 
in  the  existing  contract.  The  letter  remained  imanswered.  The  company 
brought  suit  to  recover  the  contract  price  for  service  rendered  in  the  period  after 
the  expiration  of  the  contract  and  before  the  fixing  of  a  rate  by  the  Public  Service 
Commission.     The  Court  says: 

"The  mere  expectation  of  the  plaintiff,  thus  conveyed  to  the  board  of  trustees, 
that  if  it  continued  to  furnish  the  liglit  it  would  receive  the  contract  price 
thereof,  could  not,  under  the  circumstances,  fasten  a  contract  upon  the  defendant 
simply  because  the  comnninication  remained  imanswered.  Before  the  date  of 
the  letter,  the  plaintiff  knew  that  the  defendant  had  objected  to  make  a 
new  proposed  contract,  because  it  embodied  features  which  the  committee 
could  not  approve,  and  thus  the  subject  had  been  up  for   discussion  without 
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agropmcnt.  The  plaintiff  is  not  in  the  category  of  a  private  person,  that 
could  cut  off  his  services  if  his  demands  were  not  complied  with.  As  was  said 
in  Weld  v.  Gas  &  Electric  Light  Commissioners,  197  Mass.,  557,  84  N.E.,  102: 

"  'The  respondent  is  a  corporation,  organized  to  exercise  a  public  franchise  of 
importance  to  the  community  in  which  it  conducts  its  business.  It  is  its  duty 
to  exercise  this  franchi.sc  for  the  bciiofit  of  the  jjublic,  with  a  reasonable  regard 
for  the  rights  of  individuals  who  desire  to  be  served  and  without  discrimina- 
tion between  them.  It  cannot  relieve  itself  from  this  duty  so  long  as  it  retains 
its  charter.  It  enjoys  public  rights  in  the  streets,  which  are  derived  friitn 
the  commonwealth,  through  action  of  the  board  of  aldermen,  under  authority 
of  the  Legislature.  It  is  a  quasi-public  corporation,  and  as  such  it  owes  duties 
to  the  public.  New  Orleans  Gas  Co.  v.  Louisiana  Light  Co.,  115  U.  S.  650 
(6  Sup.  Ct.  252;  29  L.  Ed.  516);  Gov  v.  Indianapolis  Gas  Co.,  146  Ind.  655, 
659(46  N.E.  17;  .36  L.  R.  A.  535);  Williams  v.  Mutual  Gas  Co.,  52  Mich.  499, 
501  (18  N.  W.  236;  50  Am.  Rep.  266);  Shepard  v.  Milwaukee  Gas  Light  Co., 
6  Wis.  539  (70  Am.  Dec.  479);  Gas  Light  Co.  of  Baltimore  v.  Collidav,  25 
Md.  1.' 

"The  relative  duties  and  obligations  were  reasonable  service  at  proper  rates. 
See  People  ex  rel.  Kings  Co.  L.  Co.  v.  Willcox,  210  N.  Y.  479;  104  N.  E.  911; 
51  L.  R.  A.  (N  .S.)  1;  Subdivision  1,  Section  65,  Public  Service  Commissions 
Law  (Consol.  Laws,  c.  4S);  McEntee  v.  Kingston  Water  Co.,  165  N.  Y.  27-32: 
58  N.  E.  785.  As  to  any  future  service,  the  defendant  had  adopted  the  policy 
of  having  the  rates  determined  bj-  the  Public  Service  Commission." 

In  conclusion  the  Court  makes  the  following  suggestion: 

"While  the  determination  of  the  Public  Service  Commission  is  not  retroactive, 
it  may  be  that  both  parties  will  agree  that  the  rate  determined  by  it  is  a  fair 
measure  of  compensation  for  the  services  sued  for  in  this  action.  A  fair 
compromise  might  result  from  an  agreement  upon  such  rates  for  the  current 
furnished. " 

782.5— Lamp  Efficiency. 

One  of  the  counterclaims  urged  on  the  part  of  the  village  was  that  the  light 
furnished  by  the  company  was  not  in  accord  with  the  contract.  The  lower  court 
foiuid  that  the  contract  provided  that  as  to  each  incandescent  lamp  the  plaintiff 
would  furnish  a  current  of  100  watts;  that  such  provision  was  never  changed  nor 
modified;  that  on  January  1,  1909,  the  plaintiff  liegan  to  supply  to  each  lamp  an 
electric  current  of  only  32  watts  and  thereafter  so  continued;  but  the  court  added 
to  its  findings:  "This  is  so,  but  the  light  furnished  gave  equal  and  better  light, 
using  less  current,  because  of  improvements  and  new  inventions." 

On  this  point  the  Court  says: 

"The  obvious  purpose  of  the  provision  was  light  of  a  certain  illuminating 
power.  That  purpose  was  accomplished  if  such  illuminating  power  was  furn- 
ished. The  counterclaim  involves  the  contention  that,  although  the  citj' 
received  light  of  ecpial  or  better  illuminating  jiower  than  contemplated  by  the 
contract,  the  reciuirement  of  100  watts  compelled  the  corporation  to  furnish 
lights  of  more  than  thrice  the  illuminating  power  so  contemplated.  Watt  is 
the  unit  of  power.  Curtis  on  Electricitv,  p.  39.  Peoria  Waterworks  Co.  v. 
Peoria  Ry.  Co.  (C.  C),  181  Fed.  1001.  "Mr.  Beatty,  an  electrical  expert,  test- 
ifies that  the  expression  meant  the  current;  that  it  had  no  direct  reference  to 
the  volume  of  ilhunination;  that  such  reciuirement  as  of  1905  mcmit  25  ciuidle 
power  light,  and  he  thought  that  such  was  the  only  light  available  for  incan- 
descent light  service  in  1905,  Light  depended  upon  the  efficiency  of  the  lamp, 
that  a  100-watt  incandescent  lamp  produced  25  candle  power,  and  that  the 
I)resent  system  of  tungsten  lights  in  use  in  the  village  produced  like  candle 
power.  The  learned  court  refused  to  find  that  the  sulistitution  of  the  current 
was  made  without  the  knowledge  or  consent  of  the  defendant,  and  there  is 
])roof  that  the  substitution  was  knomi  to  the  .■uithorities,  found  in  the  report 
of  the  chief  inspector  of  the  Public  Service  Commission,  made  in  1911.  and 
brought  to  the  official  attention  of  the  trustees  in  May  of  that  year." 
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RATES 
SPRINGFIELD,  OHIO 

720— Rate  Schedules. 

The  Springfield  Light,  Heat  and  Power  Company,  Springfield, 
Ohio,  (Pop.  46,921),  Rate  Schedules  for  Electric  Service,  Effective 
July  1,  1917. 

The  Springfield  Light,  Heat  and  Power  Company  has  issued  a  new 
set  of  rate  schedules  for  electric  service  in  Springfield,  Ohio,  providing 
for  increases  in  rates  for  commercial  lighting  and  for  power  service. 
The  new  rates,  effective  July  1,  1917,  arc  as  follows: 

GENERAL  LIGHTING. 

Available  to  any  lighting  consumer. 

Rate. 

7  cents  per  kilowatt  hour  for  all  current  consumed. 

Delayed  Payment  Penalty. 

Bills  are  due  when  rendered,  and  if  bills  are  not  paid  on  or  before  the  10th  day 
of  the  month  succeeding  that  during  which  service  was  rendered,  the  gross  rate, 
wliich  is  10  per  cent  in  excess  of  the  above  net  rate,  will  be  charged. 

Minimum  Charge. 

50  cents  per  consumer  per  month. 

Lamp  Renewals. 

Ciirbon  incandescent  lamps  are  renewed  free  of  cost  to  consumer  upon  return 
of  old  lamps  imbrokcn  to  the  Company. 

CONTRACT  COMMERCIAL  LIGHTING. 

Availaljle  to  any  commercial  lighing  consumer. 

Rate. 

Demand  Charge. 

.81.50  net  i)er  month  per  kilowatt  of  connected  load,  jjlus  an 

Editorial  Note. — All  indented  matter  Is  direct  quotation. 
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Energy  Charge  of 

o  cents  net  per  kilowatt  hour  for  the  first  90  hours"  use  per  month  of  ooniipcted 

load. 

3  cents  net  per  kilowatt  hour  for  all  excess  over  90  hours'  use  per  mouth  of 

connected  load. 

Delayed  Payment  Penalty. 

Bills  are  due  when  rcndei'ed,  and  if  liills  arc  not  paid  on  or  before  the  10th  day  of 
the  month  succeeding  that  during  which  service  was  rendered,  the  gross  rates, 
wiiich  are  10  per  cent  in  excess  of  the  above  net  rates,  will  be  charged. 

Minimum  Charge. 

The  fixed  charge  included  in  the  rate.  The  minimum  connected  load  to  which 
the  rate  shall  apply  is  250  wafts. 

Lamp  Renewals. 

No  free  renewals  of  lamps  included  in  this  schedule. 

Term  of  Contract. 

One  year. 

LARGE  COMBINED  LIGHT  AND  POWER. 

Available  to  large  condjined  light  and  power  consumers  wlio.se  combined  light  and 
power  connected  loads  are  25  kilowatts  or  greater. 

Rate. 

Demand  Charge. 

1.00  net  or  $33.33  gross  per  kilowatt  per 


active  load. 

$24.00  net  or  $20.67  gross  per  kilowatt  per 

active  load, 

Payable  in  equal  monthly  installments,  plus  an 

Energy  Charge  as  follows: 


year  for  the  first 
year  for  all  over 


25  kilowatts  of 
25  kilowatts  of 


1st  30  Hours 

Next  60  Hours 

All 

over  90 

Katio  of  Power 

Use  per  Mo. 

Use  pe 

rMo. 

Hrs. 

Use  per 

Load  to  Total 

of  Act. 

Load 

of  Act 

Load 

Mo.  A 

ct.  Load 

Connected  Load 

Net 

Gross 

Net 

Gross 

Net 

Gross 

A 

5%  to  10%,  Incl. 

3^c 

3.89c 

3|c 

3.89c 

He 

1.67c 

B 

11%  to  20%,  Incl. 

She 

3.89c 

3  c 

3|c 

Uc 

1  67c 

C 

217c  to  30%,  Incl. 

Skc 

3.89c 

2^ 

2.78c 

Uc 

1.67c 

D 

31%  to  40%,  Incl. 

3ic 

3.89c 

2  c 

2.22c 

lie 

1.67o 

E 

41%  to  60%,,  Incl. 

.3k 

3.89c 

lie 

1.94c 

He 

1.67c 

F 

61%.  toSO'f,,  Incl. 

3ic 

3.89c 

Uc 

1 .  67c 

Uc 

1.67c 

Determination  of  Active  Load. 

The  Active  Load  shall  be  the  sum  of  the  Active  Load  in  Lights  and  the  Active 
Load  in  Power  pre-determined  separately  according  to  the  following  percentages : 

The  Consumer's  Active  Load  in   Lights  shall  be  pre-determined  by  ai)plying 
the  following  percentages  to  the  Connected  Load  in  lights: 

100'^:  of  the  first  5  kilowatts  of  connected  load. 
80%  of  the  next  5  kilowatts  of  connected  load. 
60%;  of  the  next  20  kilowatts  of  connected  load. 
40%  of  the  next  20  kilowatts  of  connected  load. 
30%  of  the  next  50  kilowatts  of  connected  load. 

The  Consumer's  .\ctive  Load  in  Power  shall  be  pre-deteiniiiiecl  by  applying  the 
following  percentages  to  the  Connected  Load  in  Power. 
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90%  of  the  first  5  horsepower  of  connected  load. 
80%  of  the  next  5  horsepower  of  connected  load. 
70%  of  the  next  20  horsepower  of  connected  load. 
60%  of  the  next  20  horsepower  of  connected  load. 
50%,  of  all  over  .50  horsepower  of  connected  load. 

Prompt  Payment  Discount. 

Consumer  shall  be  billed  at  the  gross  rates  and  the  difference  between  the  gross 
and  net  rates  above  specified  will  constitute  a  discovuit  for  prompt  payment  if 
bills  are  paid  on  or  liefore  the  10th  day  of  the  month  succeeding  that  during 
which  the  service  was  rendered. 

Minimum  Charge. 

The  fixed  charge  included  in  the  rate. 

Lamp  Renewals. 

No  free  renewals  of  lamjis  included  in  this  schedule. 

Term  of  Contract. 

One  year. 

COMBINED  LIGHTING  AND  COOKING. 

.Vvailable  to  consumers  using  combined  lighting  and  cooking  service. 
Rate. 

7  cents  net  per  kilowatt  hour  for  the  first  60  hours'  use  per  month  of  the  active 

load. 

3  cents  net  per  kilowatt  hour  for  all  over  60  hours'  use  per  month  of  the  active 

load. 

Deterraination  of  Active  Load. 

80%  of  the  first  j  kilowatt  of  connected  load. 

60%  of  all  over  5  kilowatt  of  connected  load. 

In  determining  consumer's  Comiected  Load,   Disc  Stoves,   Cooking  Stoves, 

Frying  Pans.    Combination   Cookers.    Grids,    Ovens,    Broilers,    Tea  Kettles, 

Washing  Machines,  Vacuum  Cleaners  and  all  ordinary  domestic  appliances  will 

not  be  included. 

Delayed  Payment  Penalty. 

Bills  are  due  when  rendered,  and  if  bills  are  not  paid  on  or  before  the  10th  day 
of  the  month  succeeding  that  during  which  service  was  rendered,  the  gross  rates, 
which  are  10  per  cent  in  excess  of  the  above  net  rates,  will  be  charged. 

Minimum  Charge. 

50  cents  net  per  meter  per  month,  plus 

$1.00  net  per  month  per  kilowatt  of  rated  capacity  of  cooking  outfit. 

Lamp  Renewals. 

No  free  renewals  of  lamps  included  in  this  schedule. 

Term  of  Contract. 
One  year. 

GENERAL  POWER. 

Available  to  any  Power  Consumer  having  connected  load  of  2  horse  power  or 
greater. 

Consumers  may  include  incidental  lighting  service,  provided  that  connected  load 
in  lights  so  included  does  not  exceed  20%  of  connected  load  in  power.  The  com- 
bined connected  load  in  light  and  power  will  constitute  the  connected  load  upon 
which  the  rate  will  be  based.  Company  will  not  furnish  step-down  transformer 
or  free  lamp  renewals  when  lighing  is  thus  includefl  under  the  power  rate. 
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Rate. 

Demand  Charge. 

75  cents  per  month  per  horsepower  for  the  first  10  horsepower  connected. 
50  cents  per  month  per  horsepower  for  all   over    10   horsepower   connected, 
plus  an 

Energy  Charge  of 

.3j  cents  net  per  kilowatt  hour  for  the  first  1,000  kilowatt  hours  consumed 
per  month. 

li  cents  net  per  kilowatt  hour  for  all  current  used  in  excess  of  the  first  1.000 
kilowatt  hours  per  month. 

Delayed  Payment  Penalty. 

Bills  arc  due  when  rendered,  and  if  bills  are  not  paid  on  or  before  the  10th  day 
of  the  month  succeeding  that  during  which  service  was  rendered,  the  gross 
rates,  which  are  10  per  cent  in  e.xcess  of  the  above  net  rates,  will  be  charged. 

Minimum  Charge. 

The  fixed  charge  included  in  the  rate. 

Term  of  Contract. 

No  time  limit. 

OTHER  RATE  SCHEDULES. 

Other  schedules  are  given  for  the  following  service:  "Optional  Commercial  Light- 
ing Rate";  "Sign  and  Window  Lighting  Rate";  "Municipal  Buildings  (Light  and 
Power)";  "Munici]5al  Street  Lighting  Rate";  "Optional  Power  Rate";  "Private 
Battery  Charging  Rate";  "Ice  and  Refrigeration  Rate",  and  "Primary  Power 
Rate". 


COMMISSION  DECISIONS 
WEST  VIRGINIA 

300 — Investment  and  Return. 

City  of  Bluefield  v.  Bluefield  Waterworks  and  Improvement 
Company,  Proceeding  to  Determine  Reasonable  Rates  for  Water  Ser- 
vice. Decision  of  the' West  Virginia  Public  Service  Commission, 
Increasing  Rates,  April  24,  1917. 

310— Valuation. 

In  discu.ssing  the  determination  of  the  fair  present  value  of  the  pro])- 
erty  upon  which  to  base  reasonable  rates  the  Commission  said: 

"For  the  enlightenment  of  the  Commiss^ion,  three  liases  or  methods 

of   arriving   at   such   valuation    have   been   presented,    as   follows: 

(1st)  Investment  plus  deficits;  (2nd)  reproduction  new  less  dejirc- 

ciation;  and   (3rd)  net  investment  as  shown  by  the  books  of  the 

company. 

"The  first  basis  of  valiintic)n,  investment  ])his  d(>ficits,  is  ]iredicaled 

on  the  theory  tiiat  a  public  utility  is  entitled  to  earn  a  fair  return 
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oil  the  amount  of  capital  invested  in  its  utility  business,  and,  in  the 
event  it  fails  to  so  realize  such  return,  the  difference  between  what 
it  would  he  rcasonaljly  presumed  to  be  entitled  to  earn,  and  the 
amount  which  it  did  actually  earn,  should  be  added  to  the  amount 
it  had  invested  in  its  property  used  and  useful  in  the  jiublic  service. 
It  occurs  to  the  Commission  that  this  method  is  seriously  objection- 
able for  the  reason  that  it  deals  exclusively  with  the  past  history 
of  the  companj^,  rather  than  the  present  and  the  future.  It  could 
not  be  said  in  fairness  to  a  utility,  that  it  should  be  deprived  of  a 
fair  return  on  a  proper  valuation  of  its  property  used  in  the  public 
service  at  the  present  time  because  of  excessive  earnings  it  may 
have  realized  in  the  past,  and  by  the  same  process  of  reasoning 
it  could  hartUy  be  fair  to  the  present  consumers  to  impose  an  exces- 
sive rate  to  cover  deficits  by  reason  of  inadequate  charges  or  from 
other  causes  in  the  past. 

"The  second  basis  of  valuation  proposed,  and  to  which  most  atten- 
tion has  been  given  in  the  preparation  of  these  causes,  is  'repro- 
duction new  less  depreciation'.  This  method  is  frec|uently  adopted 
in  arriving  at  the  value  of  the  property  of  a  public  utility  for  rate- 
making  purposes,  antl  in  this  case  both  the  water  company  and 
the  city  have  evidently  proceeded  on  the  theory  that  the  Com- 
mission would  adopt  this  method  in  arriving  at  a  valuation  of 
applicant  company's  property.     .     .     . 

"The  third  method  presented  is  that  of  'net  investment'  as  shown 
by  the  books  of  the  water  company.  The  books  of  the  company 
show  a  total  gross  investment,  since  its  organization,  of  -3407,882, 
and  that  there  has  been  charged  off  for  depreciation  from  year  to 
year  the  total  sum  of  -183,445,  leaving  a  net  investment  of  $324,427. 
"The  usual  argument  that  this  Isasis  of  valuation  (net  investment) 
should  not  be  used  for  rate-making  purposes  because  of  improperly 
kept  accounts  or  lack  of  knowledge  of  the  early  history  of  the 
property,  cannot  be  used  with  much  effect  in  this  proceeding. 
From  an  examination  of  the  books  ...  it  appears  that  the  records 
of  the  company  have  been  remarkably  well  kejit  and  jjreserved.  It 
therefore  seems  that  when  a  plant  is  developed  under  these  condi- 
tions the  net  investment,  which,  of  course,  means  the  total  gross 
investment  less  depreciation,  is  the  very  best  basis  of  valuation 
for  rate-maldng  purposes,  and  that  the  other  methods,  above 
referred  to,  should  be  used  only  when  it  is  impossible  to  arrive 
at  the  true  investment.  Therefore,  after  making  due  allowance 
for  capital  necessary  for  the  conduct  of  the  business  and  consider- 
ing the  plant  as  a  going  concern,  it  is  the  opinion  of  the  Commis- 
sion that  the  fair  value  for  the  purpose  of  determining  reasonable 
and  ju.st  rates  in  this  case  of  the  property  of  the  applicant  com- 
pany, used  by  it  in  the  public  servit'e  of  supj^lying  water  to  the 
city  of  Bluefi(>ld  and  its  citizens,  is  the  sum  of  $360,000,  which 
sum  is  hereliy  fixed  and  determined  by  the  Commission  to  l)e  the 
fair  present  value  for  the  said  purpose  of  determining  the  reason- 
able and  just  rates  in  this  case." 
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340 — Rate  of  Return. 

The  Commission  finds  tlmt  the  company  should  l)c  allowed  to  earn 

about  S  per  cent  on  the  investment. 

"This  will  allow  it,  in  addition  to  6  per  cent,  2  per  cent  to  cover 
depreciation  and  the  risk  incident  to  the  business." 

224.5    Rates  Fixed  by  Contract. 

In  the  course  of  tliis  proceeding,  the  city  entered  objection  to  the 
company's  practice  of  requiring  the  customers  to  install  service  pipes. 
The  company  took  the  position  that  the  Commission  was  without 
jurisdiction  in  the  matter  because  the  terms  of  the  company's  fran- 
chise granted  it  the  right  to  construct  its  system  "upon  any  terms 
and  conditions"  that  may  be  agreed  upon  by  the  company  and  its 
patrons,  and,  in  accordance  with  such  franchise,  contracts  have  been 
entered  into  expressly  providing  for  the  installation  of  service  pipes 
by  the  customers.    The  Commission  says: 

"No  difficulties  whatever  would  be  encountered  in  disposing  of 
this  question  were  it  merely  a  matter  of  fixing  a  rate,  as  the  supreme 
court  in  the  case  of  Benwood  v.  Pubfic  Service  Commis.sion,  75 
W.  Va.  127,  L.  R.  A.  1915C,  261,  83  S.  E.  295,  in  construing  Sec- 
tions 4  and  5  of  Chapter  9  of  the  Acts  of  the  Legislature  of  1913 
creating  the  Public  Service  Commission,  held  that,  notwithstand- 
ing the  grant  and  acceptance  of  a  franchise  wherein  certain  rates 
were  fixed,  creating  a  contract  between  the  water  company  and  the 
city,  the  rates  thereby  fixed  were  nevertheless  cognizable  for  revis- 
ion by  the  Public  Service  Commission,  under  the  broad  powers 
delegated  thereto,  unless  prior  to  the  delegation  of  these  powers 
the  legislature  had  expressly  delegated  power  to  the  city  which 
authorized  it  to  contract  inviolable  for  the  rates  mentioned  in  the 
franchise  for  the  period  stated  therein.  The  Commission,  recog- 
nizing its  right  to  disregard  contracts,  has,  in  a  number  of  cases 
since  the  one  above  referred  to,  on  proper  showing,  permitted  a 
change  from  the  contract  rate.     .     .     . 

"But,  as  has  been  said,  the  cause  of  complaint  here  is  one  of  prac- 
tice, and  not  a  rate." 

The  Commission  points  out  that  it  has  uniformly  required  utilities  to 
install  these  service  lines  and  adils: 

"Aside  from  this  it  would  seem  that  the  water  company  could  not 
in  good  conscience  ask  the  Commission  to  change  its  general  rule 
in  order  to  j)reserve  its  contracts  with  the  water  consumers,  and 
at  the  same  time,  in  its  application  to  increase  its  rates  for  water, 
ask  the  Commission  to  ignore  the  provisions  of  its  franchise  from 
the  city,  providing  for  a  maximimi  rate  of  25  cents  per  thousand 
gallons  by  meter  and  .'S30.00  per  hydrant  for  fire  protection. 
"The  Commission  is  therefore  of  the  opinion,  notwithstanding  the 
said  contract,  that  inasmuch  as  it  has  adopted  the  rule  that  util- 
ities should  install  and  maintain  the  service  lines  from  their  mains 
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to  the  property  lines,  and  in  order  to  preserve  a  uniform  practice 
among  utilities  in  this  regard,  the  company  should  cease  and  desist 
from  the  practice  of  requiring  consumers  to  pay  for  the  installa- 
tion and  maintenance  of  the  lateral  pipes  from  its  mains  to  the 
property  lines;  especially  is  this  true  since  the  additional  expense 
to  the  water  company  is  considered  in  fixing  the  rates  hereinafter 
announced." 

532— Delayed  Payment  Penalty. 

Another  cause  of  complaint  against  the  company  was  the  practice  of 
cutting  off  water  from  delinciuent  customers  without  notice,  and  the 
charge  for  rcconnection  of  such  services.  The  company's  rule  reads 
as  follows: 

"All  water  rents  on  flat  rate  are  due  and  must  be  paid  quarterly 
in  advance.  Where  water  is  furnished  through  meters  and  at 
meter  rates  all  water  rents  are  due  and  must  be  paid  by  the  first 
of  the  month  following  the  month  in  which  the  service  was  ren- 
dered. If  water  rents  are  unpaid  for  a  term  of  30  clays  on  flat  rate, 
or  for  a  term  of  10  days  on  metcreil  services,  after  the  same  are 
due,  the  water  will  positively  be  cut  off,  and  interest  charges,  together 
with  the  actual  cost  of  cutting  the  supply  off  and  turning  it  on 
again,  will  be  made  and  collected  before  the  water  is  again  turned 
on." 
The  Commission  says: 

"There  can  be  no  question  as  to  the  right  of  a  water  company 
supplying  a  city  and  its  inhabitants  with  water,  to  make  and 
enforce  such  rules  and  regulations  for  its  convenience  and  security 
as  are  reasonable  and  just,  and  which  do  not  unfairly  discriminate; 
and  it  has  been  held  in  numerous  cases  that  a  water  company  is 
within  its  rights  in  enforcing  a  rule  which  provides  for  the  cutting 
off  of  water  for  nonpayment  of  rents.  (Citing  cases)  .  .  . 
"The  rule  here  complained  of  seems  to  be  one  common  to  all  water 
companies,  recognized  and  observed  by  consumers  generally;  and 
we  feel  that  the  complainants  should  not  object  to  its  enforcement 
by  the  water  company,  as  it  is  in  their  power  to  obviate  the  dan- 
gers that  might  result  from  the  cutting  off  of  their  water  supply 
by  the  prompt  payment  of  their  water  rents.  The  same  is  true 
as  to  the  charge  by  the  company  for  cutting  the  water  off  and 
turning  it  on,  it  appearing  from  the  evidence  that  the  charge  is 
merely  to  cover  the  actual  expenses  of  the  service.  The  Com- 
mission is  therefore  of  the  opinion  that  said  rule  is  reasonable, 
and  that  the  water  company  is  justified,  within  reasonable  limita- 
tions, in  (enforcing  the  same." 

• 
226.2— Extension  of  Service. 

The  duty  of  the  company  to  make  extensions  of  its  mains  is  discussed 

as  follows: 

"It  is  true  that,  when  the  water  company  accepted  the  franchise 
from  the  city  of  Bluefield,  it  undertook  to  supply  the  municipality 
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and  its  inhabitants  with  water,  and  it  assumed  a  public  duty  to 
be  discharged  for  the  i)ublic  benefit;  the  duty  of  providing  a  serv- 
ice s.ysteni  which  would  be  reasonably  adequate;  to  meet  the  wants 
of  the  city,  not  only  at  the  time  it  began  its  service,  but  to  keep 
pace  with  the  growth  of  the  city  and  to  gradually  extend  its  sys- 
tem as  the  reasonable  wants  might  rcciuire,  yet  it  could  hardly 
be  claimed  that  this  obligation  would  require  it,  on  the  demand 
of  a  citizen  or  even  a  number  of  them,  residing  at  such  a  distance 
from  its  mains  as  already  extended,  to  further  extend  them  at  a 
large  expense,  when  the  return  thereon  would  be  so  slight  as  to  be 
almost  negligible." 

The  reasonableness  of  requiring  the  company  to  make  the  extensions 
ai^plicd  for  in  this  case  was  not  shown  to  the  satisfaction  of  the  Com- 
mission. 


PHILIPPINE  ISLANDS 

300 — Investment  and  Return. 

Iloilo  Electric  Company,  Application  for  Authority  to  Increase  Rates. 
Decision  of  the  Public  Utilities  Commission  of  the  Philippine 
Islands,  Granting  a  Temporary  Increase  Subject  to  Further  Investi- 
gation.    April  30,  1917. 

The  Company  applied  for  a  50  i^er  cent  increase  in  electric  rates,  claiming 
that  such  increase  was  necessary  to  enable  the  Company  to  earn  a 
reasonable  return  with  the  increase  in  the  cost  of  coal  and  other 
materials.  The  Commission  found  that  considering  the  receipts  and 
expenses  of  the  petitioner  for  the  year  1916  and  making  allowances  for 
increase  in  the  cost  of  fuel  and  other  items  the  increase  in  rates  would 
provide  a  net  profit  of  26  per  cent  on  invested  capital.  The  Commission 
says : 

"If  it  is  taken  into  account  that  the  petitioner  is  operating  under  a 
franchise  protecting  it  from  competition  in  its  business,  and  that  the 
present  economic  crisis  should  not  be  used  as  an  0])portunity  for 
making  big  profits,  the  per  centum  of  profit  mentioned  must  be  con- 
sidered excessively  high. 

360 — Depreciation. 

"This  is  still  more  evident  if  one  remembers  that  the  expenses 
for  1916  have  been  swelled  by  the  addition  of  a  considerable  .sum 
written  off  for  depreciation,  viz.,  16,819.17  pesos,  no  such  amount 
having  been  written  off  in  the  previous  accounts  of  the  petitioner, 
and  the  amount  now  written  off  being  based  on  a  percentage  which 
seems  rather  high.  There  is  no  order  of  this  Conunission  requiring 
any  amount  to  be  written  olf  for  depreciation  and  the  jietitioner  is 
therefore  free  to  I'educe  its  charge  for  depreciation  for  the  ])resent 
year,  adjusting  it  to  the  present  economic  situation  of  the  country, 
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and  thus  to  increase  its  profits.     In  prosperous  years  it  may  be  per- 
missible to  write  off  the  maximum  amount  for  depreciation,  but  in 
bad  years  like   the   present  one  this  average  should  be  reduced  to  a 
minimum,  in  order  to  make  the  profits  more  or  less  equal  during  a 
longer  period  of  time." 
The  Connnission  says  that  there  are  indications  that  the  plant  is  oper- 
ated uneconomically,  and  thorough  investigation  of  the  administration 
of  the  plant  and  of  "the  percentage  that  should  be  written  off  for  depre- 
ciation is  to  be  made  before  a  final  determination  of  what  would  be  a 
just  and  reasonable  increase  in  the  electric  rates  of  the  company.     How- 
ever, the  Commission  says: 

"In  view  of  the  statement  for  the  year  1916  filed  by  the  petitioner 
and  of  the  considerable  rise  m  the  price  of  coal,  it  is  found  that  unless 
petitioner  is  allowed  to  increase  its  rates,  it  will  lose  14%  on  the  cap- 
ital invested.  It  is  deemed  sufficient,  however,  to  permit  for  the 
present  a  20%  increase  in  the  said  rates,  such  increase  being  subject 
to  the  result  of  the  investigation  to  he  made  on  the  spot  by  the  elec- 
trical engineer  of  this  Commission  as  soon  as  one  has  been  appointed. 
It  is  estimated  that  with  the  increase  mentioned  the  petitioner  will 
be  able  to  make  some  profit,  the  justice  and  reasonableness  of  which 
may  be  determined  definitively  by  the  result  of  the  investigation  here- 
inbefore referi'ed  to." 


INTERSTATE  COMMERCE  COMMISSION 

129.4— Refunds. 

Arlington  Heights  Fruit  Exchange  et  al.  v.  Southern  Pacific 
Company  et  al..  Asking  that  Former  Order  Denying  Reparation  Be 
Reconsidered.  Decision  of  the  Interstate  Commerce  Commission, 
Upholding  Former  Order,  June  20,  1917. 

The  order  of  the  Commission  under  review  in  this  case  found  certain 
charges  to  be  unreasonable  and  prescribed  new  rates  for  the  future, 
but  denied  reparation  on  past  charges. 

The  Commission  upholds  its  former  action  and  explains  in  the  follow- 
ing paragraphs  quoted  from  the  decision  why  reparation  on  past 
charges  does  not  necessarily  accompany  the  fixing  of  lower  rates  for 
future  service. 

"To  enable  us  to  prescrilie  reasonable  rates  the  Congress  has  dele- 
gated to  us  a  quasi  legislative  or  atlministrative  power  in  the  exer- 
cise of  which  there  inheres  necessarily  and  athnittcdly  a  wide  Init 
sound  discretion  aptly  termed  the  'flexible  limit  of  judgment  which 
belongs  to  the  power  to  fix  rates'.  Atlantic  Coast  Line  v.  N.  Car. 
Corp.  Com'n,  206  U.  S.,  1,  26.  Wo  are  of  the  opinion  that  this 
'flexible  limit  of  judgment'  obtains  equally  whether  the  rate  to 
be  fixed  is  to  api)ly  as  of  the  past,  for  tlie  present,  or  for  the  futvn-e. 
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The  discretion  is  just  as  wide  aiul  as  broad  in  respect  of  a  past 
as  of  a  future  rate,  but  in  exercising  the  function  the  end  to  be 
attained  in  its  exercise  must  be  kept  in  mind.  For  the  future  we 
are  endeavoring  to  prevent  a  pubhc  wrong;  as  to  the  past  we  have 
to  look  only  to  the  remedving  of  a  private  injury  by  awarding 
damages.  Baer  Bros.  v.  Denver  &  R.  G.,  233  U."  S.,  479.  The 
only  effect  of  finding  a  rate  attacked  unreasonalsle  or  otherwise 
unlawful  as  of  the  past  is  to  afford  a  basis  upon  which  to  i)r(Mli- 
cate  an  award  of  damages.  Moreover,  section  16  of  the  act  pro- 
vides 'that  if  *  *  *  the  Commission  shall  determine  that  any 
party  complainant  is  entitled  to  an  award  of  damages,'  etc.,  we 
shall  make  an  order  directing  the  carrier  to  pay  the  complainant 
the  sum  to  which  he  is  entitled.  In  this  case  we  were  of  the  opin- 
ion that  complainants  had  not  been  damaged,  and  we  were  there- 
fore not  impressed  with  the  necessity  of  a  finding  that  the  charge 
assessed  in  the  past  was  unreasonable.  It  was  not  an  exercise  of 
an  arbitrary  discretion  to  award  or  not  award  reparation 

"Complainants  and  defendants  in  their  contentions  as  to  our  power 
to  award  or  deny  reparation  are  widely  divergent,  comjilainants 
asserting  that  we  must,  as  a  matter  of  course,  award  rej^aration 
when  we  have  condemned  a  rate;  defendants  arguing  that  we  are 
without  authority  to  award  any  damages  merely  because  we  have 
found  a  rate  to  be  or  to  have  been  unreasonable.  But  we  think 
that  the  Baer  Bros.  Case,  supra,  responds  negatively  to  both  these 
contentions,  for  the  court  there  held  that  persons  may  be  entitled 
to  reparation  and  not  to  a  new  rate;  or  to  a  new  rate  and  not  to 
reparation." 


PHILIPPINE  ISLANDS 

783.1— Safety  of  Service— Inspection. 

LucENA  Electric  Light,  Ice  and  Water  Company,  Proceeding  to  De- 
termine the  Right  of  the  Company  to  Charge  for  Inspection  of  an  Elec- 
tric Installation.  Decision  of  the  Public  Service  Commission  of  the 
Philippine  Islands,  Authorizing  a  Charge  for  Such  Service.  May  26, 
1917. 

Upon  complaint  of  a  customer  this  proceeding  was  had  to  determine 
the  reasonableness  of  the  company's  action  in  charging  for  the  work  of 
its  electricians  in  testing  customer's  installation  licforc  connecting  ser- 
vice, where  the  installation  had  been  made  by  electricians  other  than 
those  employed  by  the  company.  The  order  of  the  Commission  author- 
izes the  company  "to  collect  from  its  clients  certain  compensation  for 
the  inspection  of  electrical  installations  made  ])y  electricians  not  con- 
nected with  the  company,  provitkHJ  that  the  amount  thereof  shall  not 
exceed  one  peso  for  any  inimber  of  incandescent  lamps,  and  ten  cciitavos 
additional  for  each  lamp." 
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REFERENCES 
RATES 

720— Rate  Schedules. 

Chicago  Gas  Rate,  The  Gas  Age,  August  1,  1917,  p.  100,  1  page. 

The  new  rates  for  gas  service  and  other  features  of  the  recent  settlement  between 
the  Peoples  Gas  Light  and  Colce  Company  and  the  City  of  Chicago  are  reported 
in  this  article. 

720— Rate  Schedules. 

Rate  Increases,  Gas  Institute  News,  August,  1917,  p.  386,  6  pages. 

The  Institute  is  compiling  a  list  of  increases  in  gas  rates  in  the  United  States  and 
Canada.  The  first  list  was  published  in  the  News  for  July  and  the  additional  lists 
will  be  published  each  month  as  compiled. 

980 — Public  Relations. 

Telling  the  Public  About  Rate  Advances,  Electrical  World,  August 
4,  1917,  p.  200. 

An  account  is  given  of  the  method  followed  by  the  Penn  Central  Light  and  Power 
Company  in  announcing  an  increase  in  rates  for  electric  service.     Two  typical 
advertisements,  used  to  inform  the  public  regarding  the  increase  in  cost  of  fur- 
nishing service  and  the  reasons  for  the  increase,  are  reproduced 
The  new  rates  of  this  company  were  given  in  11  Rate  Research  ISl. 

630 — Cost  of  Supplies. 

Dutch  Railway  Fares  and  Light  Charges  Increased.  Commerce 
Reports.    July  30,  1917,  p.  372. 

The  article  states  that  although  railway  fares  in  the  Netherlands  were  increased 
20  per  cent  on  the  first  of  January,  1917,  an  additional  increase  of  30  per  cent  for 
July,  August  and  September  was  ordered. 

"The  20  per  cent  increase  was  due  to  higher  operating  expenses.  The  30 
per  cent  added  for  the  summer  months  is  due  partly  to  that  cause,  but  is  also 
intended  to  discourage  travel  dm-ing  the  period  when  the  railways  are  most 
crowded  with  holiday  trippers. 

"It  seems  paradoxical  to  discourage  that  which  would  bring  increased  revenue 
and  dividends;  but  many  things  are  topsy-tiu'vy  now.  Formerly,  for  example, 
the  Amsterdam  municipality  charged  a  lower  rate  for  gas  or  electricity  if  the 
consumer  used  more;  now  the  consumer  is  chargetl  a  higher  rate  if  he  uses 
more,  in  ortler  to  keep  down  to  a  minimum  the  consumption  of  fuel  in  the  pro- 
duction of  gas  and  electricity.     .     .     . 

"The  high  cost  of  coal  has  made  it  necessary  to  increase  the  prices  of  gas  and 
electricity  served  by  the  Amsterdam  municipal  works. 

"Gas  has  been  fvu-nished  at  7  and  732  Dutch  cents  (2.S  and  3  American  cents) 
l)er  cubic  meter  (cubic  meter  =  35.3  cubic  fec^t),  but  it  is  found  that  the  actual 
cost  of  production  is  more  than  the  charge  to  consumers.     Therefore  th(>  jiricc 
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will  be  advanced  to  10  and  10'2  Dutch  rents  (4  and  4.2  American)  per  cubic 
meter. 

"Electricity  has  been  fui-nLshed,  according  to  the  quantity  used,  at  12  to  15 
Dutch  cents  for  light  and  S  to  10  for  power  (4.8  to  6  and  3.2  to  4  American, 
respectively)  per  kilowatt  hour.  These  charges  it  is  now  propo.sed  to  increase 
by  5  Dutch  cents  for  light,  and  I'a  cents  for  power  (2  and  0.6  American  cents, 
respective^).  This  increase,  it  is  stated,  is  due  less  to  the  higher  cost  of  pro- 
duction than  to  the  fact  that  <"onsumors  of  gas  would  be  induced,  by  its  in- 
creased cost  to  change  to  electricity  if  the  price  were  not  also  increased.  The 
objection  to  such  a  change  is  tliat  the  materials  for  extending  electric  service 
arc  now  almost  unobtainable." 


INVESTMENT  AND  RETURN 

310 — Valuation. 

Valuation  and  Appraisal  of  Public  Service  Property,  by  A.  S. 
B.  Little.     The  Gas  Age,  Augu.st  1,  1917,  p.  104,  23^  pages. 

Thisisoneof  a  series  of  articles  by  Mr.  Little,  formerly  Chief  Engineer  of  the  Illinois 
PubUc  UtiUties  Commission,  on  valuation  for  rate  making  piu-poses  based  on  actual 
experience.  General  introductory  remarks  on  appraisal  work  are  here  presented  with  a 
view  to  bringing  about  greater  co-operation  between  engineers  working  on  valua- 
tion of  public  utility  property,  clearing  up  cumbersome  practice,  and  eliminating 
needless  delays  caused  by  legal  wrangles  and  failuj-e  to  properly  organize  the  pres- 
entation of  data  before  Commissions  by  witnesses  and  in  briefs. 

310— Valuation. 

The  Bonus,  Water  Right  Value,  Appreciation,  by  C.  E.  Grun- 
SKY,  Journal  of  Electricity,  August  1,  1917,  p.  Ill,  3  pages. 

The  article  discusses  questions  which  may  arise  in  determining  a  rate-base  with 
regard  to  the  inclusion  of  three  factors,  the  bonus,  water  right  value,  and  dejire- 
ciation.  ^^'ith  regard  to  the  first  factor,  the  WTiter  takes,  for  cxamijle.  water  and 
gas  mains  laid  in  a  new  subdi\'ision  and  donated  to  the  established  water  and  gas 
companies  with  no  condition  other  than  that  water  and  gas  be  supplied  to  those 
who  locate  in  the  subdivision.  lie  points  out  that  the  companies  have  made  no 
sacrifices  to  secm-e  these  additions  to  their  mains  and  that  consequently  these 
additions  should  not  .appear  in  the  rate-base,  at  least  not  at  full  cost  until  the 
demand  upon  them  is  so  large  that  their  inclusion  will  not  be  a  burden  upon  the 
rest  of  the  system.  \Mienever  included,  unless  they  have  been  operated  at  a  lo.ss 
(receipts  less  than  operating  expenses)  their  inclusion  will  be  equivalent  to  a  profit 
allowance  to  their  owners.  He  concludes  that  good  practice  would  be  to  give 
preference  to  the  inclusion  of  such  donation  except  when  they  are  of  recent  date 
or  when  other  circumstances  warrant  a  si)ecial  investigation  to  determine  the 
course  of  action. 

The  determination  of  water  right  value  under  various  asstnned  <'onditions  is  dis- 
cvissed.  The  writer  says  tliat  conilitions  may  be  such  that  at  current,  iirices  of 
fuel  the  cost  of  dcvelo])ing  jiower  is  less  with  steam  than  with  water  in  which  event 
th(^  wisdom  of  the-  water-power  development  may  be  called  in  question.  But  in 
view  of  the  adv.antage  to  society  of  britiging  all  water-powers  into  use  so  as  to 
conserve  the  consumption  of  the  oil  and  coal,  whose  supply  is  limited,  it  should 
be  assumed  that  the  cases  will  be  rare  iiuh'ed  in  which  the  owner  of  the  water- 
power  jilant  should  be  denied  all  reward  for  liaving  gone  into  the  (lower  biisiiiess 
as  he  might  be  in  case  that  no  profit  is  allowed,  the  absence  of  which  would  elim- 
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inate  all  intangiblo  values,  including  the  water-right.  When  such  a  case  is  pre- 
sented liberal  treatment  may  be  expected  and  even  demanded  as  a  reward  for 
the  conservation  of  power  that  otherwise  would  be  lost.  The  owner  even  in  such 
cases,  is  entitled  to  share  in  the  benefit  which  he  confers  upon  society. 
With  regard  to  the  element  of  appreciation  the  WTiter  holds  that  the  increase  in 
value  should  be  allowed  as  a  part  of  the  aggregate  profit  which  should  go  to  the 
owner  to  permit  him  to  participate  in  the  general  pro.sperity  of  the  community 
and  to  compensate  him  for  management  and  business  hazards.  He  points  out 
that  it  should  be  remembered  that  the  value  of  money  is  constantly  di-opping  and 
that  this  fact  may  be  partly  responsible  for  the  higher  price  on  real  estate.  He 
says:  "This  rise  is  in  part  due  to  the  fact  that  as  time  goes  on  the  same  amount 
of  money  will  purchase  a  smaller  amount  of  service  or  of  the  necessities  and  con- 
veniences that  make  life  possible  and  worth  while.  It  is  the  function  of  the  profit 
allowance  to  meet  this  hazard  among  the  others  which  would  in  part  be  covered 
by  appreciation  for  the  utility  rich  in  real-estate,  but  to  which  other  utilities  which 
own  no  realty  are  also  entitled."  The  wTiter's  suggestion  of  bringing  the  profit 
allowance  into  a  fair  relation  to  the  volume  of  business  is  illustrated  in  the  article 
by  practical  examples. 


GENERAL 

900— General. 

Wh.^t  it  P.\ys  to  Know  About  Factory  Lighting,  by  C.  E.  Clewell. 
Factory.     August,  1917,  p.  185.     5  pages. 

This  is  the  first  of  a  series  of  six  articles  prepared  by  Mr.  Clewell  for  Factory  on 
factory  lighting.  The  article  illustrates  clearly  the  relation  which  light  bears  to 
factor3'  output.  In  attempting  to  cut  down  expenditures  for  light  a  decrease  in 
jjroduction  quality  and  cpiantity  may  result  from  insufficient  lighting  of  vastly 
greater  consequence  to  the  plant  than  the  light  bill.  The  advantages  attendant 
upon  improved  factory  lighting  are  summarized  as  follows:  ( 1 )  Increased  produc- 
tion for  the  same  labor  cost;  (2)  Greater  accuracy  in  workmanship;  {'S)  Reduced 
accident  hazard;  (4)  Avoidance,  or  at  least  reduction,  in  eye  strain;  (5)  Sur- 
roundings made  more  cheerful;  (6)  Work  perfomed  with  less  fatigue;  (7)  Order, 
neatness  and  sanitation  promoted;  (8)  Superintendence  rendered  more  effective. 
A  number  of  charts  worked  out  in  studying  the  effects  of  light  on  factory  operation 
are  given  in  the  article. 

900    General. 

Illumination    Index.     Transactions    of   the    Illuminating    Engineering 

Societij.     July  20,  1.917,  p.  84.     4  pages. 

^\n  index  is  given  of  references  to  books,  papers,  editorials,  news  and  aljstracts  on 
illuminating  engineering  and  allied  subjects. 

900— General. 

Light  and  Power  Operations  in  May.  Electrical  World,  August  4, 
1917,  p.  204.     2  pages. 

According  to  returns  received  by  the  Electrical  World,  central  station  light  and 
power  operations  gave  better  results  during  May,  1917,  in  comparison  with  May, 
1916,  than  during  any  other  month  in  the  past,  year  in  com))arison  witli  the  month 
a  year  previous.  Earnings  from  light  and  power  sales  for  May,  1917,  represent 
an  increase  of  15.7  per  cent  over  May,  1916,  and  the  energy  output  shows  an 
increase  of  25  per  cent. 
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COURT  DECISION  REFERENCES 

244 — Rehearings  and  Appeal. 

Broggeh  et  al.  v.  Chicago,  St.  P.  M.  &  O.  Ry.  Co.,  Decision  of  the 
Supreme  Court  of  Minnesota,  June  29,  1917,  1G3  Northwestern,  662. 

The  defendant  railroad  appealed  from  an  order  of  the  Railroad  and  Warehouse 
Commission  requiring  it  to  furnish  additional  service  and  facilities.  The  Court 
says: 

"The  Legislature  has  authorized  the  Railroad  and  Warehouse  Corami.ssion  to 
determine  what  transportation  facilities  are  reasonably  necessary  for  the 
accommodation  of  the  public,  and  to  require  railway  companies  to  furnish 
such  facilities,  and  also  has  authorized  it  to  require,  from  time  to  time,  any 
reasonable  change  in  such  facilities  which  'will  promote  the  security  or  con- 
venience of  the  public'  This  power  is  legislative  and  administrative  in  its 
nature,  and,  in  reviewing  the  orders  of  the  Commission  issued  thereimder,  the 
courts  cannot  substitute  their  own  judgment  as  to  the  necessity  or  propriety 
of  a  proposed  change  for  that  of  the  Commission,  but  must  confine  themselves 
to  a  determination  of  the  judicial  questions  committed  to  them.  State  v. 
G.  N.  Ry.  Co.,  130  Minn.,  57;  153N.W.,247.  Stateexrel.  v.  G.  N.  Ry.  Co.,  123 
Minn.,  463;  144  N.  W.,  155." 

115 — Use  of  Public  Highways. 

Portland  Gas  and  Coke  Co.  v.  Giebisch  et  al.  Decision  of  the  Su- 
preme Court  of  Oregon.     June  26,  1917.     165  Pacific  1004. 

The  gas  company  brought  suit  to  restrain  the  contractors  engaged  in  laying  a 
sewer  in  the  City  of  Portland,  Oregon,  from  negligent  interference  with  its  gas 
mains. 

"Defendants'  brief  cites  a  respectable  line  of  authority  to  the  effect  that  a 
municipality  does  not  abdicate  its  paramount  right  in  a  street  by  giving  a 
franchise  therein  to  a  public  service  corporation.  Booth  on  Street  Railways 
(2d  Ed. ).  Section  42;  National  Waterworks  Company  v.  Citv  of  Kansas  (C.  C. 
28  Fed.  921);  Kirby  v.  Citizens'  Railway  Company,  48  Md.  168,  30  Am.  Rep. 
455;  Scranton  Gas  Company  v.  City  of  Scrimton,  214  Pa.  586,  64  jVtl.  84,  6  L.  R. 
A.  (N.  S.)  1033,  6  Aim.  Cas.  388;  Gas,  Light  &  Coke  Companv  v.  Columbus.  50 
Ohio  St.  65,  .33  N.  E.  292;  City  of  San  Antonio  v.  San  Antonio  Street  Railway 
Companv,  15  Tex.  Civ.  App.  1,  39  S.  W.  136;  Brooklvn  Electric  Companv  v. 
City  of  "Brooklyn,  2  App.  Div.  98,  .37  N.  Y.  Supp.  560.  These  authorities 
abuiid.antly  sustain  the  proposition  that  plaintiff  cannot  recover  in  tliis  cause 
for  any  damage  which  necessarily  follows  from  the  construction  of  the  sewer. 
The  city  of  Portland  was  within  its  rights  in  authorizing  such  construction, 
and  the  franchise  under  which  plaintiff  maintained  its  service  is  subordinate  to 
the  paramoiuit  control  over  the  streets  vested  in  the  municipality." 

The  Court,  however,  points  out  that  if  the  city  in  its  corporate  capacity  had  con- 
structed the  sewer  it  would  have  been  boimd  imder  the  law  to  exercise  due  care 
and  would  have  been  liable  for  any  damages  occasioned  by  its  negligence  in  the 
performance  of  the  work;  and  that,  likewise,  a  contractor  performing  the  work 
at  the  instance  of  the  city  is  cliargealile  with  the  duty  of  reasonable  care,  and  is 
liable  in  damages  for  negligence.     Damages  were  awarded  in  this  instance. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
CALIFORNIA 

810 — Municipal  or  Local  Regulation  of  Utilities. 

The  City  of  Las  Angeles,  Southern  California  Edison  Company, 
and  Pacific  Light  and  Power  Corporation,  Application  for  Approval 
of  a  Contract  Governing  the  Distribution  of  Electric  Energy  in  the  City 
of  Los  Angeles.  Decision  of  the  California  Railroad  Commission, 
Grantijig  Approval.     June  22,  1917. 

The  agreement  which  was  submitted  to  the  Commission  for  approval 
provides  for  the  joint  operation  of  the  electric  properties  of  the  two 
companies,  the  Southern  California  Edison  Company  and  the  Pacific 
Light  and  Power  Corporation,  and  of  the  City,  until  the  City  is  prepared 
to  establish  the  proposed  municipal  electric  system.  In  a  former  pro- 
ceeding before  the  Commission,  the  amount  of  the  compensation  to  be 
paid  by  the  City  to  the  companies  for  the  taking  over  of  certam  of  their 
properties  to  be  made  a  part  of  the  municipal  utility  was  fixed  by  the 
Commission  (10  Rate  Research  21,  38).  With  regard  to  other  steps 
to  be  taken  in  completion  of  the  City's  plans,  the  agreement  recites  that 
it  is  necessary  that  bonds  be  voted  and  sold  by  the  city  for  the  purpose 
of  obtaining  the  money  to  pay  for  the  properties  of  the  two  companies; 
and  that  the  city  has  constructed  and  placed  in  readiness  for  operation 
a  hydroelectric  plant,  and  proposes  to  construct  additional  hydroelectric 
plants  and  contemplates  the  possibihty  that  it  shall  acquire  the  steam- 
electric  generating  plant  of  the  Los  Angeles  Gas  and  Electric  Corpor- 
ation. 

The  provisions  of  this  agreement  are  summarized  in  the  Commission's 
decision  as  follows: 

"1.  That  from  and  after  May  1,  1917,  until  and  including  July  1, 
1917,  subject  to  an  extension  for  an  additional  period,  the  companies 
shall  operate  said  distributing  systems  in  behalf  of  and  for  the 
account  and  benefit  of  the  city. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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"2.  That  (lurin<i'  the  life  of  the  temporary  operating  agreement, 
the  companies  will  take  antl  distribute  all  the  electric  energy  gen- 
erated in  the  city's  plants  not  distributed  by  the  city  over  its  own 
electric  system,  and  will  supply  from  the  plants  of  the  comi)anics 
such  additional  power  as  may  be  necessary  to  meet  the  demands 
of  said  consumers,  provided  that  the  quantities  of  electric  energy 
to  be  taken  and  paid  for  from  the  plants  of  the  companies  monthly 
shall  not  be  less  than  the  equivalent  of  amounts,  for  the  respective 
months  of  the  year,  corresponding  to  a  maximum  yearly  peak 
demand  of  25,000  horse-power,  at  an  annual  load  factor  of  at  least 
36  per  cent,  and  that  the  amounts  of  electric  energy  for  the  respec- 
tive months  of  the  year  and  the  corresponding  maximum  monthly 
peak  demands  and  monthly  load  factors  shall  be  as  set  forth  in  the 
temporary  operating  agreement. 

"3.  That  the  companies  shall  be  paid  for  electric  energy  supplied 
by  them,  based  on  annual  load  factor,  as  set  forth  in  the  temporary 
operating  agreement,  jirovided  that  all  payments  shall  be  based  on 
the  actual  yearly  load  factor,  if  such  load  factor  equals  36  per  cent, 
and  if  less  than  36  per  cent,  ne\'ertheless  on  a  yearly  load  factor  of 
36   per   cent. 

"4.  That  the  companies  shall  maintain  and  keep  said  distributing 
systems  in  good  operating  condition  and  extend  and  improve  the 
same  so  far  as  may  be  necessary. 

"5.  That  the  maintenance  and  extension  of  sa,id  distributing 
systems  and  the  conduct  of  the  business  thereunder  shall  be  subject 
to  the  super\ision  and  approval  of  a  board  consisting  of  two  repre- 
sentatives designated  by  the  board  of  public  service  connnissioners 
and  two  representatives  designated  by  the  companies,  with  a  fifth 
person  to  be  selected  as  arliiter  in  case  the  four  can  not  agree,  and 
that  if  the  matte'r  in  dispute  is  deemed  of  sufficient  importance, 
the  board  may  refer  the  same  for  settlement  to  the  Railroad  Com- 
mission. 

"6.  That  the  companies  shall  have  charge  and  control  of  all  matters 
pertaining  to  the  operation  of  the  distributing  systems  and  the 
maintenance  and  extension  thereof,  subject  to  the  authority  of  said 
board. 

"7.  That  the  companies  shall  collect  from  consumers  all  moneys 
due  for  electric  energy  supplied  and  shall  pay  to  the  city  daily  the 
moneys  collected  less  such  moneys  as  are  to  be  retained  by  the 
companies,   as   prox'ided   by  the  temporary  operating  agreement. 

"8.  That  the  companies  shall  be  entitled  to  retain  each  month 
out  of  the  amounts  collected  by  them,  as  comi)ensation  for  the  use, 
operation  and  maintenance  of  their  distributing  systems,  including 
extensions,  for  the  benefit  of  the  city  and  for  electric  energy  fur- 
nished by  the  companies,  the  following  moneys: 

"(a)  Interest  on  a  sum  determined  as  hereinafter  .set  forth  in  this 
opinion. 


11        Rate     Research  309 


"(b)     The  actual  cost  incurred  monthly  by  the  companies  for  the 

operation  and  maintenance  of  the  distributing  systems,  including 

taxes   and   licenses,    but   not  including  replacements,  extensions  or 

betterments. 

"(c)     For  electric  energy  supplied  monthly  by  the  companies,  as 

set  forth  in  the  temporary  operating  agreement. 

366 — Depreciation  Funds. 

"(d)  A  depreciation  allowance  at  the  rate  of  3.36  per  cent  per 
annum,  payable  monthly  on  the  basis  set  forth  in  the  temporary 
operating  agreement. 

"9.  That  the  sums  paid  to  the  companies  monthly  as  an  allowance 
for  depreciation  shall  constitute  a  'depreciation  fund,'  which  shall 
be  hekl  in  trust  by  the  companies,  and  shall  bear  interest  at  the  rate 
of  4  per  cent  per  annum;  that  all  necessary  replacements  shall  be 
paid  out  of  said  fund  at  actual  cost;  and  that  if  the  purchase  of 
said  property  by  the  city  is  consummated,  any  unexpended  balance 
remaining  in  the  'depreciation  fund,'  together  with  accrued  interest, 
shall  Ijelong  to  the  city  and  be  paid  by  the  companies  to  the  city, 
but  that  if  the  city  does  not  purchase  the  property,  the  balance  in 
said  fund  shall  remain  the  property  of  the  companies. 
"10.  That  the  agreement  shall  terminate  on  July  1,  1917,  subject 
to  extension  thereof,  at  the  election  of  the  city,  for  an  additional 
period  expiring  on  July  1,  1919,  with  the  right  on  the  part  of  the  city, 
at  any  time,  upon  three  months'  written  notice  given  by  the  board 
of  public  service  connnissioners,  to  terminate  the  agreement,  and 
subject  also  to  termination  by  the  voters  of  the  city  at  an  election. 
"11.  That  the  city  will  not,  during  the  life. of  the  temporary  operat- 
ing agreement,  without  the  consent  of  the  companies,  construct 
electric  distributing  lines  paralleling  or  duplicating  the  distrilnitirig 
systems  of  the  companies  or  any  part  thereof,  provided  that  this 
restriction  shall  not  apply  to  the  construction  by  the  city  of  lines 
for  transmission  or  street  lighting  purposes. 

"12.  That  the  temporary  operating  agreement  shall  be  subject 
to  the  approval  of  the  Railroad  Commission. 

"13.  That  the  temporary  operating  agreement  shall  inure  to  the 
benefit  of  and  be  binding  upon  the  parties,  their  successors  and 
assigns." 
The  legality  of  the  temporary  operating  agreement  is  questioned  in 
proceedings  brought  by  the  Los  Angeles  Gas  and  Electric  Corpora- 
tion against  the  city  in  both  the  state  and  Federal  courts,  and  the 
Railroad  Commission  made  no  ruling  on  the  question  of  law. 

340— Rate  of  Return. 

The  agreement  provides  that  the  companies  shall  retain  from  the 
revenues  collected  by  them  interest  at  the  rate  of  8  per  cent  per  annum, 
payable  monthly,  on  the  fair  value  of  the  property  agreed  upon  as  of 
January  1,  1917. 
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"The  temporar\-  operating  agreement  provides  that  in  case  the  city 
pays  to  the  companies  the  purchase  price  of  said  electric  distribut- 
ing systems,  the  city  shall  be  entitled  to  a  credit  on  the  purchase 
price  of  an  amount  equivalent  to  one-quarter  of  the  sums  payable 
to    the    companies    for    interest    as    next    hereinabove    provided. 

"The  temporary  operating  agreement  further  provides  that  the  com- 
panies shall  have  the  right  to  retain  out  of  the  gross  revenues  received 
from  them  interest  at  the  rate  of  6  per  cent  per  annum  from  May  1, 
1917,  payable  monthly,  on  the  sum  of  $130,000.00,  being  severance 
damage,  as  estimated  by  the  parties,  as  the  result  of  making  plant 
capacity  idle." 

720— Rate  Schedules. 

"In  the  temporary  operating  agreement,  the  city  agrees  to  pur- 
chase from  the  companies  electric  energy  at  rates  ranging  downward 
from  1.22  cents  per  kilowatt-hour  to  .5  cents  per  kilowatt-hour, 
dependent  upon  varying  annual  load  factor,  and  to  jjurchase  and  to 
pay  annually  for  at  least  2.5,000  horse-power  at  an  annual  load 
factor  of  not  less  than  36  per  cent." 

The  rates  to  be  paid  by  the  city  to  the  companies  for  all  electricity 
required  for  distribution  and  sale  in  excess  of  the  electric  energy  pro- 
duced in  the  city's  plants  are  as  shown  in  the  following  table: 

Annual  Rates  in  Cents  Annual  Rates  in  Cents 

Load  Factor  per  k.  w.  h.  Load  Factor.  per  k.  w.  h. 

36% 122               65%.... .724 

40% Ill               70% .678 

45%  1  00               75% .639 

50% .909             80% .604 

55% .836  90%  .546 

60% .774            100% .500 

The  decision  says  that  these  rates  are  based  on  the  cost  of  supplying 
electric  energy  at  the  sub-stations  of  each  of  the  companies.  The 
sub-station  cost  at  actual  and  at  36  per  cent  load  factor,  as  estimated 
by  the  companies,  based  on  1915  expenses,  are  given  in  the  following 
table : 


Edison  Svstem 

Pacific 

Light 
and 

56.9%               36% 

L.  F.                L.  F. 

Power 

System, 

52%  L.  F 

Production  and  transmission  expense,.  .,$    509,013.93  $    437,920.28  $    2.30,027.00 

General  exiiense                                               .        80,210.09  86,210.09  123,0(10.00 

Interest  and  depreciation  (10.42%) 1,330,559.93  1,.330,5.59,93  2,.385,000.0() 

State  taxes  (.5i%) 106,705.00  102,766.40  160,000.00 

Additional  steam  expense  to  correct  for  „.„„„„„ 

average  water  conditions 77,400.00  51,602.00  65,000.00 

Correction  for  price  of  fuel  oil  (1916) 18''-'30.0() 

Total  corrected  cost $2,109,888.95  $2,009,058.70  $3,053,000.00 
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(Table  continued)  Edison  System  Pacific 

Light 

66.9%  36%  and 

L.  F.  L.  F.  Power 

System 
52%  L.  P. 

Substation  output  in  kilowatt-hours 236,580.419      149,732,928      331, 163,040 

Equivalent  cost  per  kilowalt-hour $0.00892         .$0.00922 

Adjusted  cost  per  kilowatt-hour  at  36% 

loadfactor .$0  01342  $0  01335 

Cost  at  36%  load  factor  adjusted  for  di  ver- 
f.  01342+,  013351 

sity  per  kilowatt^hour  i' \   .01262     

(       2  X  1 .  06       J 

Arbitrarily  reduced  to  (per  kilowatt-hour)    .0122       

Rate  of  .$0  0122  equivalent  on  this  basis  to 

diversity  factor  of 1.096 

An  independent  estimate  was  prepared  by  the  Commission  based  en 
the  combined  operations  of  the  unified  systems  of  the  two  companies 
and  allowance  is  made  for  the  present  increased  price  of  fuel  oil.  This 
estimate  is  as  shown  in  the  following  table: 

Production  exjjense. S    621,000.00 

Transmission  expense 141,000.00 

General  and  miscellaneous  expense 128, 212:00 

Interest  and  depreciation  (10.42%) 3,715,560.00 

State  taxes 273,224.00 

Total  (1916  conditions) $4,878,996.00 

Increased  price  of  fuel  oil 240,000.00 

Adjustment  of  taxes 13,440.00 

Total  (corrected) $5,1.32,4.36.00 

Sub-station  output  (kilowatt-hour) 567,740,000 

Equivalent  cost  per  kilowatt-hour $0, 00904 

Total  cost  adjusted  for  36  per  cent  annual  load  factor $5,031,606.00 

Station  output  at  36  per  cent  load  factor  (kilowatt-hour) 391.730,688 

Equivalent  cost  per  kilowatt-hour  (36  per  cent  annual  load  factor)    .         $0.01284 

f.  01284] 
Adjusted  for  diversity  \ }  per  kilowatt-hour $0.01211 

[  1.06  J 
Rate  of  $0.0122  equivalent  on  this  basis  to  diversity  factor  of 1 .  052 

The  Commission  says: 

"From  an  analysis  of  the  costs  shown  in  Ta})le  [last  above  given], 
it  woukl  appear  from  the  data  thus  supplied  by  the  companies  that 
the  rate  of  1.22  cents  per  kilowatt-hour  for  electric  energy  supplied 
by  the  companies  at  an  annual  load  factor  of  36  per  cent  closely 
approximates  the  actual  cost  to  the  companies. 

"The  rates  per  kilowatt-hour  corresponding  to  load  factors  higher 
than  36  jwr  cent,  as  set  forth  in  the  temporary  operating  agreement, 
conform  reasonably  to  the  varying  co.st  of  service  at  different  load 
factors." 
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In  its  tlecisioa  the  Conuuission  granted  its  ajiproval  of  the  agreement 

as  submitted,  commenting  upon  its  action  as  follows: 

"The  Railroad  Commission  has  carefully  considered  each  feature 
of  the  temporary  operating  agreement.  This  agreement  is  a  busi- 
ness liargain  which  was  entered  into  at  arm's  length  by  representatives 
of  the  city  of  Los  Angeles  and  of  the  companies,  all  of  whom  were 
ably  advised  and  thoroughly  understood  what  was  being  done. 
The  Railroad  Commission  is  not  here  called  u])on  to  itself  make  a 
bargain  for  the  parties.  The  authority  of  the  Railroad  Commission 
is  confined  to  passing  upon  the  bargain  already  made  and  to  deter- 
mine whether  there  is  any  provision  in  the  temporary  operating 
agreement  by  reason  of  which  the  commission  may  or  should  justly 
withhold  its  approval  from  the  agreement.  While  there  are  certain 
features  of  the  agreement  which  we  might  have  worked  out  differ- 
ently had  we  initially  maile  the  agreement,  ne\ertheless,  we  are 
satisfied  from  a  careful  analysis  of  the  same,  looking  at  the  agree- 
ment in  the  large,  that  it  should  be  approved." 


INTERSTATE  COMMERCE  COMMISSION 

629— Factors  Affecting  Rates —Competition. 

Transcontinental    Rates,    Decision    of   the   Interstate  Commerce 
Commission,  June  30,  1917. 

The  Interstate  Commerce  Commission,  in  tliscussing  water  competition 
by  way  of  the  Panama  Canal  as  a  factor  to  be  considered  in  the  fixing  of 
railroad  rates  between  Atlantic  and  Pacific  coast  terminals,  says: 
"The  lower  rates  to  the  ports,  however,  when  necessary,  must  not 
be  lower  than  the  competition  of  the  laoats  makes  necessary,  and  nuist 
be  high  enough  to  cover,  and  that  by  a  safe  margin,  actual  out  of 
pocket  costs  of  securing  and  handling  the  traffic.  The  shippers  at 
the  coast  are  thereby  given  the  benefit  of  competing  routes  and  com- 
peting markets  of  supply.  The  railroads  are  enabled  to  fill  up  then- 
trains  with  traffic  which,  although  not  highly  profitable,  yields  a 
revenue  materiallv  greater  than  the  out  of  pocket  costs  of  securmg 
and  handling  the" traffic,  thereby  adding  to  the  net  revenues  of  the 
carriers  and  to  that  extent  lightening  the  transportation  Inuden 
borne  by  other  localities.     .     .     ." 

The  Commission  further  says: 

"We  are  not  unmindful  of  the  claims  of  the  carriers  concerning  the 
disadvantage  untler  which  they  labor  in  bemg  unable  to  reduce  then- 
rates  promptly  when  necessitated  by  the  competition  of  the  water 
carriers.  One  of  the  primary  purposes  of  the  act  to  regulate  com- 
merce was  to  preserve  competition  between  carriers.  Competition 
involves  a  striving  between  or  among  two  or  more  persons  or  organ- 
izations for   the   same   object.     There   can   exist  no  even-handed 
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striving  between  two  persons  when  one  is  bound  and  the  other  is 
free,  and  the  maximum  of  real  and  effective  competition  can  not 
exist  between  these  boat  lines  and  rail  lines  when  one  side  is  free 
promptly  to  make  any  rate  it  desires,  while  the  other  is  so  restricted 
ijy  statutory  requirement  as  to  be  unable  to  take  the  necessary 
steps  for  the  prompt  protection  of  its  business." 

The  Commission  states  that  such  applications  as  the  carriers  may  find 
it  necessary  to  make  with  reference  to  this  traffic  will  be  disposed  of 
with  such  celerity  as  the  circumstances  may  permit. 

MASSACHUSETTS 
630    Cost  of  Supplies. 

Concord,  Maynard  &  Hudson  Street  Railway  Company,  Applica- 
tion for  Increase  in  Rates.  Decision  of  the  Massachusetts  Public 
Service  Commission,  Granting  the  Apphcation.     May  25,  1917. 

The  Company  based  its  claim  for  an  increase  in  rates  on  financial 
results  m  recent  years  and  also  upon  the  fact  that  the  price  of  materials 
and  supplies,  particularly  the  price  of  coal,  has  substantially  increased 
in  the  past  few  months.  Regarding  this  latter  factor,  the  Commission 
says: 

"The  general  phenomenon  of  rising  prices  during  recent  years 
has  been  aggravated  by  the  conditions  created  by  the  European 
War.  Transportation  by  rail  and  by  water,  the  labor  market,  and 
the  demand  for  coal,  steel,  copper,  and  other  materials  used  by 
street  railway  companies,  have  all  been  seriously  affected;  and  no  one 
can  now  foretell  how  long  the  disturbance  will  continue.  While 
it  is  probable  that  the  prices  of  coal  and  certain  other  commodities 
which  are  now  maintained  at  an  artificial  level  may  be  somewhat 
reduced,  either  by  change  of  conditions  or  by  intervention  of  the 
Federal  authorities,  it  also  seems  proljable  that  the  present  era  of 
high  prices  is  not  temporary  in  character,  but  will  last  at  least  during 
the  chiration  of  the  war,  a  period  in  itself  very  uncertain,  and  that 
it  will  probably  continue  even  beyond  that  time." 

COURT  DECISIONS 

UNITED  STATES 

224 — General  Powers  of  Commissions — Rates. 

Kansas  City,  C.  C.  &  St.  J.  Ry.  Co.  v.  Barker,  Atty.  Gen.  et  al. 
Decision  of  the  District  Court  W.  D.,  Missouri  W.  D.,  May  27, 
1915,  242  Federal  310. 

The  suit  was  instituted  liy  the  Kansas  City,  Clay  County  and  St. 
Joseph  Railway  Company  to  secure  a  temporary  injunction  restraining 
the  enforcement  of  two  orders  of  the  Pulilic  Service  Commission  made 


314  11        Rate     Research 


on  December  5,  1914,  fixing  the  value  of  the  railway  company's  prop- 
erty and  prescribing  rates.  The  court  does  not  review  the  finding 
of  the  Commission  on  valuation,  although  the  company  alleged  that  the 
valuation  is  not  a  fair  or  complete  valuation,  but  the  court  grants  a 
temporary  injunction  on  the  grounds  that  certain  commutation  rates 
fixed  by  the  Conunission  would  result  in  a  furnishing  of  such  service 
at  a  loss  thereby  further  reducing  the  company's  return  which  is  ac- 
knowledged to  be  low  in  the  Commission's  decision  in  the  case. 

The  Court  says:    . 

"Having  determined  the  value  of  complainant's  property  to  be 
$3,900,000,  and  the  net  income  for  the  first  full  year  of  operation 
of  defendant's  line  from  all  sources  to  be  .$242,488.22,  or  a  return 
of  6.2  per  cent  on  such  determined  value  of  its  property,  the  Com- 
mis.sion  states  its  conclusions  as  follows: 

"  'Our  conclusion  as  to  the  net  earnings  of  the  defendant  is  that 
while  the  return  is  not  so  high  as  we  would  allow  if  the  earnings 
warranted  it,  it  is  a  remarkably  good  showing  vmder  the  conilitions 
existing  during  the  first  year  of  operation,  and  does  not  fall  short 
of  a  fair  retin-n  to  such  an  extent  as  to  be  a  valid  reason  for  refusing 
to  establish  reasonable  commutation  rates,  if  such  rates  are  other- 
wise justified.  The  question  remains:  Should  this  Commission, 
under  the  facts  and  circimistanccs  in  evidence,  jwescribe  a  maxinuun 
conuuutation  rate  and  require  the  defendant  to  sell  commutation 
tickets?  Answering  this  question  directly,  we  think  the  com- 
plainants have  shown  that  they  are  entitled  to  such  relief.  Other 
carriers  have  voluntarily  put  such  rates  into  effect  with  profit. 
It  is  shown  that  many  other  interiu'ban  lines  at  cities  of  near  the 
same  population  as  Kansas  City  and  that  three  other  lines  at  Kansas 
City  now  have  such  reduced  rates.  There  is  no  doubt  that  for  a 
distance  of  several  miles  from  Kansas  City  there  are  desiral)le 
sites  for  suliurban  residence  property  at  stations  on  defendant's 
line,  and  especially  at  the  town  of  Liberty.  In  our  opinion,  a  rea- 
sonable commutation  rate  for  such  distance  will  increase  the  defend- 
ant's passenger  traffic,  and  in  any  event  will  not  result  in  any  material 
diminution  of  net  earnings."  ' 

The  loss  to  the  company  resulting  from  the  commutation  rates  pre- 
scribed by  the  Conunission's  order  "would  be  almost  negligible,"  the 
Commission  said,  "considering  the  magnitude  of  the  total  of  its 
business."  The  Commission  also  anticipated  a  development  of  new 
business  for  the  company  under  favorable  rates.     The  Court  says: 

340— Rate  of  Return. 

"Conceding,  without  deciding,  that  the  section  of  the  Missouri  Public 
Service  Conunission  Law  (Sec.  35)  confers  upon  the  Commission 
power  to  reciuire  the  sale  of,  and,  upon  investigation,  prescribe 
reasonable  and  just  fares  as  the  maximum  to  he  charged  for  com- 
mutation tickets,  it  will  not,  we  suppose,  be  seriously  contended 
that  the  law,   and  the  authority  conferred  thereunder,   does  not 
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presuppose  that  such  rates  should  be  remunerative,  or  at  least  that 
the  return  from  the  entire  class  of  traffic  affected  should  be  adequate. 
The  Commission,  in  its  opinion,  comes  danfjerously  near  to  holding 
the  contrary.  It  finds  that  the  present  net  maximum  is  6.2  per 
cent — obviously  an  unusually  low  percentage  of  return  upon  an 
investment  of  this  character.  This  is  admitted  when  it  is  said 
that  that  return  is  not  so  high  as  we  would  allow  if  the  earnings 
warranted  it,  and  further  that  it  does  not  fall  short  of  a  fair  return 
to  such  an  extent  as  to  be  a  valid  reason  for  refusing  to  establish 
reasonable  commutation  rates  if  such  rates  are  otherwise  justified. 
But,  if  the  rate  is  not  so  high  as  should  be  allowed  if  the  earnings 
warranted  it,  and  if  it  falls  short  of  a  fair  return  to  any  extent, 
then  it  is  not  such  a  reasonable  and  remunerative  return  as  the 
law  guarantees;  and  any  order  which  still  further  reduces  it  to  an 
appreciable,  even  if  comparatively  'negligible,'  extent  would  appear 
to  be  confiscatory.  Though  the  amount  be  insignificant,  the 
principle  involved  is  none  the  less  weighty. 

"Since  this  case  was  submitted,  two  opinions  have  been  handed 
down  by  the  Supreme  Court  of  the  United  States  which  ha^-e  an 
important  bearing  upon  the  question  here  presented.  They  are 
Northern  Pacific  Railway  Co.  and  Minneapolis,  St.  Paul  &  Sault 
Ste.  Marie  Railway  Co.  v.  State  of  North  Dakota  ex  rel.  T.  F. 
McCue,  Attorney  General,  35  Sup.  Ct.  429,  236  U.  S.  585,  59  L. 
Ed.  735,  Ann.  Cas.  1916A,  1  [7  Rate  Research  79],  and  Norfolk  & 
Western  Railway  Co.  v.  W.  G.  Conley,  Attorney  General  of  the 
State  of  West  Virginia,  et  al.,  35  Sup.  Ct.  437,  236  U.  S.  605,  59  L. 
Ed.  745  [7  Rate  Research  79].  The  first  of  these  cases  contains 
many  observations  pertinent  to  the  case  at  bar.  It  is  there  said: 
"  'But,  broad  as  is  the  power  of  regulation,  the  state  does  not  enjoy 
the  freedom  of  an  owiier.  The  fact  that  the  property  is  devoted  to 
a  public  use  on  certain  terms  does  not  justify  the  requirement  that 
it  shall  be  devoted  to  other  public  purposes,  or  to  the  same  use  on 
other  terms,  or  the  imposition  of  restrictions  that  are  not  reasonably 
concerned  with  the  proper  conduct  of  the  business  according  to  the 
undertaking  which  the  carrier  has  expressly  or  impliedly  assumed. 
If  it  has  held  itself  out  as  a  carrier  of  passengers  only,  it  cannot  be 
compelled  to  carry  freight.  As  a  carrier  for  hire,  it  cannot  be 
required  to  carry  persons  or  goods  gratuitously.  The  case  would 
not  be  altered  by  the  assertion  that  the  public  interest  demanded 
such  carriage.  The  public  interest  cannot  be  invoked  as  a  justifica- 
tion for  demands  which  pass  the  limits  of  reasonable  protection 
and  seek  to  impose  upon  the  carrier  and  its  property  burdens  that 
are  not  incident  to  its  engagement.  In  such  a  case  it  would  be  no 
answer  to  say  that  the  carrier  obtains  from  its  entire  intrastate 
business  a  return  as  to  the  sufficiency  of  which  in  the  aggregate  it 
is  not  entitled  to  comjilain.  Thus  in  Lake  Shore  &  Michigan 
Southern  Ry.  Co.  v.  Smith,  173  U.  S.  684  (19  Sup.  Ct.  565,  43  L. 
Ed.  858),  the  regulation  as  to  the  sale  of  mileage  books  was  con- 
demned as  arbitrary,   without  regard   to  the  total  income  of  the 
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carrier.  Similarh',  in  .Missouri  Pacific  Railway  Co.  v.  Nebraska, 
217  U.  S.  196  (30  Sup.  Ct.  461,  54  L.  Ed.  727,"  18  Ann.  Cas.  989), 
it  was  held  that  the  carrier  could  not  be  required  to  build  mere 
private  connections,  and  the  adequacy  of  the  receipts  from  its 
entire  business  did  not  enter  into  the  question.  And  this  was  so 
because  the  obligation  was  not  involved  in  the  carrier's  public  duty 
and  the  requirement  went  beyond  the  reasonable  exercise  of  tlu; 
state's  protecti\'e  power.  *  *  *  The  state  insists  that  the 
enactment  of  the  statute  may  be  justified  as  "a  declaration  of  i)uV)lic 
policy."  In  substance,  the  argument  is  that  the  rate  was  imposed 
to  aid  in  the  development  of  a  local  industry,  and  thus  to  confer  a 
benefit  upon  the  people  of  the  state.  The  importance  to  the  com- 
munity of  its  deposits  of  lignite  coal,  1/he  infancy  of  the  industry, 
and  the  advantages  to  be  gained  by  increasing  the  consumption  of 
this  coal  and  making  the  community  less  dependent  upon  fuel 
.supplies  imported  into  the  state,  are  emphasized.  But,  while  local 
interests  ser\'e  as  a  moti\e  for  enforcing  reasonable  rates,  it  would 
be  a  very  different  matter  to  say  that  the  state  may  compel  the 
carrier  to  maintain  a  rate  upon  a  particular  commodity  that  is  less 
than  reasonable,  or — as  might  equally  well  be  asserted — to  carry 
gratuitously,  in  order  to  build  up  a  local  enterprise.  That  would 
be  to  go  outside  the  carrier's  undertaking,  and  outside  the  field  of 
reasonable  supervision  of  the  conduct  of  its  business,  and  would  l)e 
equivalent  to  an  appropriation  of  the  property  to  public  uses  upon 
terms  to  which  the  carriei'  had  in  no  way  agreed.  *  *  *  "phg 
constitutional  guaranty  protects  the  carrier  from  arbitrary  action 
and  from  the  appropriation  of  its  property  to  public  purposes  out- 
side the  undertaking  assumed;  and  where  it  is  estal)lished  that  a 
commodity,  or  a  class  of  traffic,  has  been  segregated,  and  a  rate 
imposed  which  would  compel  the  carrier  to  transport  it  for  less  than 
the  proper  cost  of  transportation,  or  virtually  at  cost,  and  thus  the 
carrier  would  be  denied  a  reasonable  reward  for  its  services  after 
taking  into  account  the  entire  traffic  to  which  the  rate  applies,  it 
must  be  concluded  that  the  state  has  exceeded  its  authority.' 

"What  the  effect  of  these  late  decisions  by  the  Supreme  Court, 
apjjroving  the  doctrine  announced  in  Lake  Shore  &  Michigan 
Southern  Railway  Co.  v.  Smith,  supra,  and  distinguishing  and 
construing  its  own  previous  opinions  in  St.  Louis  &  San  Francisco 
Rv.  Co.  V.  Gill,  156  U.  S.  649,  15  Sup.  Ct.  484,  39  L.  Ed.  567,  and 
Minneapolis  &  St.  Louis  R.  R.  Co.  v.  Minnesota,  186  U.  S.  257,  22 
Sup.  Ct.  900,  46  L.  Etl.  1151,  may  be  upon  the  extent  of  the  power 
of  the  state  to  require  and  prescribe  commutation  rates  generally, 
it  is  unnecessary  to  anticipate.  It  seems  clear  that  that  right  cannot 
be  created  by  local  public  demand  or  interest;  that  it  cannot  be 
justified  by  the  Ccmmission's  views  of  the  probable  beneficial  efTect.s 
of  such  rates  upon  the  company's  business,  because  that  would  con- 
stitute an  invasion  of  the  right  of  the  company  to  conduct  and 
manage  its  own  affairs,  suliject  to  a  proper  exercise  of  the  power 
of    regulation.     AMiat    other   carriers   have    donC;    or    have    l)een 
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required  to  do,  under  different  conditions  and  in  different 
localities,  cannot  be  accepted  as  controlling.  It  must  at  least 
appear  that  the  net  aggregate  return  to  the  carrier  is  just,  fair  and 
reasonable;  and  this  does  not  appear,  to  our  satisfaction,  from  the 
statement  of  the  Conunission  itself. 

The  power  and  duty  of  this  court  to  determine  whether  the  con- 
stitutional rights  of  the  complainant  have  been  denied  to  it  is  and 
must  l)e  conceded.  We  think  an  actual  test  of  the  effect  of  these 
rates  upon  the  business  of  complainant  would  be  ineffecti\'e,  because 
during  the  pendency  of  this  litigation,  and  while  the  ultimate  out- 
come must  be  uncertain,  there  could  be  no  appreciably  increased 
settlement  of  the  suburban  districts  affected.  If,  on  the  other 
hand,  people  should  be  induced  to  take  up  such  suburban  residences 
upon  the  faith  of  rates  thus  temporarily  established,  a  subsequent 
adverse  decision  would  work  an  apparent  injustice." 

REFERENCES 
INVESTMENT  AND  RETURN 

310— Valuation. 

The  Feder.\l  Valuation  of  Railroads,  by  F.  0.  Dufour.  Storie  & 
Webster  Journal,  August,   1917,  p.  93,     12  pages. 

A  description  i.s  given  of  the  work  of  the  Engineering  Board  conducting  the  Federal 
vahiation  of  railroads,  the  manner  in  which  the  work  has  been  planned,  and  the 
methods  of  inventory  and  appraisal.  The  discussion  on  c|uestions  of  appreciation, 
depreciation,  obsolescence  and  reproduction  new  value  which  have  arisen  in  the 
course  of  the  valuation  work  is  l)riefly  reviewed. 


PUBLIC  SERVICE  REGULATION 

253 — Commission  Reports  of  Decisions. 

California  Railro.ad  Commission,  Opinions  and  Orders,  Volume  11. 
1044  pages. 

The  report  contains  the  decisions  rendered  bv  the  Commission  for  the  period  from 
September  1,  1916,  to  November  30,  1916. 

252 — Commission  Annual  Reports. 

Ohio  Public  Utilities  Commission,  Annual  Reports  1915  antl  1916. 
466  jiages  and  653  pages  respectively. 

The  annual  rejiorts  for  the  years  191.5  and  191G  have  been  issued  l)y  the  Ohio  Com- 
mission. The  reports  contain  the  opinions  and  orders  of  the  Commission  and 
statistics  of  companies  suljject  to  regulation.  Statistics  for  electric  light  com- 
panies are  not  given  in  the  191o  report.  The  1916  report  contains  statistics  for 
electric  companies  for  the  year  ending  December  31,   1915. 
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252 — Commission  Annual  Reports. 

Railroad  and  Public  Service  Commissions  of  Nevada  Biennial 
Reports  1915-1916.     272  pages. 

The  report  contains  abstracts  of  the  decisions  of  the  Commission  rendered  during 
the  two  year  period,  and  company  annual  reports  for  the  years  ending  June  30, 
1915,  and  1916. 

GENERAL 

113 — Financing. 

Fund.\mental  Features  of  a  Sound  Public  Utility  Bond,  by  F.  K. 
Shrader;  Present  Conditions  in  Electrical  Security  Market, 
by  W.  H.  Hodge;  Safety  of  Public  Securities  not  Affected  by 
War.  Interviews  with  Henry  Hine,  J.  G.  White,  W.  S.  Barstow 
and  Henry  L.  Doherty.  Electrical  Review,  August  11,  1917,  pp. 
213-225. 

The  pajier  by  Mr.  Shrader  discusses  the  legal,  physical  and  economic  considerations 
which  affect  the  security  .  f  a  public  utility  bond.  Mr.  Hodge,  discussing  the 
present  conditions  in  the  electrical  security  market,  points  out  that  the  present 
is  exceptionally  advantageous  to  the  investor  in  that  the  prices  of  electrical 
securities  are  the  lowest  in  years  although  the  real  intrinsic  value  of  the  proper- 
ties is  steadily  increasing.  The  reported  interviews  with  Henry  Hine,  J.  G. 
White,  W.  S.  Barstow,  and  Henry  L.  Doherty,  emphasize  the  safety  of  the  public 
utility  securities  under  war  conditions  and  indicate  that  the  value  of  electrical 
securities  is  firmly  established  and  bound  to  increase. 

616.1— Street  Lighting. 

A  Logical  Form  of  Contract  for  Ornamental  Street  Lighting, 
by  L.  R.  Nash.  Stone  &  Webster  Journal,  August,  1917.  p.  105.  5 
pages. 

The  peculiar  characteristics  of  private  ornamental  or  "white  way"  street  lighting 
service  are  under  consideration  in  this  article  with  a  view  to  determining  the  best 
form  of  agreement  under  which  .such  systems  may  be  installed  and  operated  by 
central  stations.  The  large  investment  necessary  for  such  an  installation  and  the 
fact  that  membership  in  the  group  desiring  the  installation  is  not  of  a  permanent 
character  are  matters  to  be  taken  into  account.  The  suggestion  is  made  that  the 
entire  necessary  investment  for  a  private  street  lighting  system  be  apportioned  .as 
follows:  The  central  station  to  furnish  power  station  capacity,  transformers, 
rectifiers,  supply  feeders  to  the  district  to  be  lighted  (all  conformiiig  to  its  practice 
with  standard  business)  and,  in  addition,  to  pay  the  estimated  salvage  value  of 
the  special  installation  in  the  district  itself,  including  underground  conduit  and 
cable,  ornamental  posts,  fixtures  and  lamps  (if  not  of  a  renewable  type).  The 
subscribing  merchants  to  pay  for  the  balance  or  depreciable  part  of  the  special 
installation  imder  terms  similar  to  those  visually  found  in  construction  contracts. 
If  the  city  is  interested  in  the  proposition,  a  joint  contract  may  be  made  to  ad- 
vantage under  which  the  city  pays  for  its  proportion  of  the  a.ssessed  cost  on  a 
frontage  basis.  With  the  s])ecial  investment  disjiosed  of  in  advance,  there  are  no 
questions  of  amortization  and  revision  of  rates  under  a  renewal  of  the  agreement, 
and  the  operating  charges  are  low.  Provision  in  t  he  agreement  should  lie  ma<le  for 
Cf>ntiiMiaiice  of  the  lighting  service  in  case  of  a  certain  percentage  of  withdrawals 
of  subscribers  to  the  agreement,  the  deficit  from  such  withdrawals  po.ssibly  to  be 
shared  by  the  company  and  the  subscribers.  Provision  may  also  be  made  for  the 
ultimate  taking  over  of  the  obligations  of  the  private  parti('s  by  the  city. 
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783— Safety  of  Service. 

Standards  for  Construction  and  Operation  of  Electric  Systems, 
Decision  of  the  Wisconsin  Railroad  Commission,  April  30,  1917. 
Public  Utility  Reports  1917E,  p.  225. 

The  Wisconsin  Railroad  Commission  and  the  Industrial  Commission  of  Wisconsin 
issued  a  joint  order  prescribing  rules  and  regulations  for  electrical  construction 
and  operation  to  safeguard  electrical  employes,  consumers  and  the  general  public. 

900— General. 

New  York  Public  Service  Commission,  First  District,  Plan  for 
Drafting  Legislation  Affecting  Public  Service  Companies.  Weekly 
News  Bulletin  of  the  Commission,  August  13,  1917. 

The  Public  Service  Commission  for  the  First  District  has  annoimced  a  plan  for 
"drafting  legislation  in  the  open."  The  l.iw  under  which  it  was  created  explicitly 
authorizes  the  Commission  to  recommend  legislation  which  it  deems  wise  or 
necessary  in  the  public  interest  as  to  corporations  and  matters  within  its  juris- 
diction and  provides  that  the  Commission  may  hold  hearings  and  take  testimony 
in  respect  to  any  matter  of  legislation.  This  method  the  Commission  proposes  to 
apply  to  the  formulation  of  future  legislation  amending  the  Public  Service  Com- 
missions' Law,  the  Railroad  Law,  the  Transportation  Corporation's  Law  and  other 
statutes  affecting  public  service  corporations  and  their  rates  and  service.  Cor- 
porations will  be  invited  to  submit  their  legislative  proposals  in  advance  for 
scrutiny.  Individuals  interested  in  the  perfecting  of  legislation  will  be  also 
invited  to  follow  the  same  course.  Every  company  under  the  jurisdiction  of  the 
Commission  has  been  invited  to  participate  and  hearings  will  begin  August  15, 
1917.  Various  individuals  and  public  organizations,  including  the  Bar  Association, 
the  Central  Federated  Labor  Union  and  other  organizations,  have  also  been  in- 
vited to  participate. 


COURT  DECISION  REFERENCES 

224.5— Rates  Fixed  by  Contract. 

Wackenhut  v.  Empire  Gas  and  Electric  Co.  Decision  of  the  New 
York  Supreme  Court,  Equity  Term,  July  12,  1917.  166  New  York 
Supplement  29. 

In  1906,  the  Aviburn  Gas  Company,  whose  property  and  rights  have  been  taken 
over  by  the  Empire  Gas  .and  Electric  Company,  entered  into  an  agreement  with 
the  city  of  .\uburn  ])utting  into  effect  certain  rates  for  gas  service  upon  condition 
that  a  proceeding,  l)egun  before  the  commission  of  gas  and  electricity  for  the  de- 
termination of  gas  rates,  be  withdra\vn.  It  appears  that  the  city  has  fulfilled  its 
p.art  of  the  agreement.  The  agreement  after  naming  rates  for  certain  periods  up 
to  -August  1,  1910,  provided  that  on  and  after  .\\igust  1,  1910,  the  rates  would  be 
SI.  10  per  thousand  cubic  feet  with  a  prompt  payment  discount  and  minimum  charge 
provision.  The  defendant  refuses  to  be  liound  by  the  contract  claiming  that  it  is 
illegal  because  made  in  perpetuity  and  for  various  other  reasons.  The  court  holds 
that  the  contract  if  legal  is  binding  on  the  defendant  company  as  a  successor  of  the 
.A.uburn  Gas  Company,  that  the  discontinuance  of  the  litigation  against  the  com- 
pany was  a  proper  consideration  for  the  contract,  and  that  the  company  having 
had  the  benefits  of  the  contract  is  not  in  position  now  to  question  the  power  of  the 
city  or  its  mayor  to  make  such  a  contract. 
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A  proceeding  is  ppiulinfi  before  the  New  York  Public  Service  Commission,  Second 
District,  for  the  determination  of  reasonable  rates  at  the  solicitation  of  the  com- 
pany. With  regard  to  the  right  of  the  Commission  to  modify  the  rates  fixed  by 
the   contract,   the   court   says: 

"While  it  is  undoubtedly  true  that  the  Public  Service  C^ommission  has  power 
to  adjust  rates  and  either  raise  or  lower  them  as  justice  requires,  I  am  not  aware 
that  it  has  power  to  interfere  with  rates  agreed  upon  by  parties  under  con- 
tracts. But  even  if  it  has  the  power  to  fi.\  rates,  which  would  supersede  those 
provided  for  in  this  contract,  that  would  not  preclude  the  Suijremc  Court  from 
entertaining  jurisdiction  of  this  case  and  rendering  judgment  that  would  be 
effectual  in  enforcing  the  terms  of  the  contract  as  to  rates  for  gas  furnished  in 
Aubm-n  until  such  time  as  the  rates  were  adjusted  on  a  different  basis  by  the 
Public  Service  Commission.  Richman  v.  Consolidated  Gas  Co.  186  X.  Y.  209, 
78  N.  E.  871. 

"It  is  my  conclusion  that  defendant  is  estopped  from  ciuestioning  the  validity 
of  the  contract,  which  was  made  at  its  solicitation,  and  which  it  has  acted  upon, 
and  from  which  it  has  derived  substantial  benefits  (Farnsworth  v.  Boro  Oil  & 
Gas  Co.  216  N.  Y.  40.  109  N.  E.  860),  and  that  it  is  valid  and  enforceable,  at 
least  during  defendant's  corporate  existence,  unless  the  terms  of  the  contract, 
in  so  far  as  they  attemjit  to  fix  the  price  at  which  gas  should  be  furnished, 
should  be  superseded  by  rates  fixed  by  the  Public  Service  Commission,  but 
imtij  the  determination  of  that  question  by  said  Commission  the  contract  is 
enforceable  during  defendant's  corporate  existence." 

A  permanent  injunction  is  granted  by  the  court  restraining  the  company  from 
cutting  off  gas  service  to  its  consumers  and  refusing  to  furnish  gas  service  under 
the  contract  rates. 


224.5— Rates  Fixed  by  Contract. 

PuGET  Sound  Traction,  Light,  &  Power  Comp.\ny,  v  Reynolds 
(W.\SHiNGTON  Public  Service  Commission).  Decision  of  the  United 
St.\tes  Supreme  Court,  June  11,  1917.     37  Supreme  Court  705. 

The  plaintiff  contends  that  an  order  of  the  Washington  Public  Service  Commission 
|iertaining  to  fares  and  transfers  on  its  street  railway  lines  impairs  the  obligation 
of  the  contracts  contained  in  its  franchise  ordinances.     The  Court  says: 

"Assuming  (what  is  not  clear)  that  the  provision  in  the  franchise  ordinances 
respecting  the  rates  of  fare  and  the  transfer  privilege  are  contractual  in  form, 
still  it  is  well  settled  that  a  municipality  cannot,  by  a  contract  of  this  nature, 
foreclose  the  exercise  of  the  police  power  of  the  state  unless  clearly  authorized 
to  do  so  by  the  supreme  legislative  power.  .  .  .  The  supreme  court  of 
Washington  has  held  that  the  provisions  of  municipal  charters  are  subject  to 
the  legislative  aiithority  of  the  state;  that  the  Public  lUilities  Act  superseded 
any  conflicting  ordinance  or  cliarter  provision  of  any  city;  and  that  contractual 
provisions  in  franchises  conferred  by  municipal  corporations  without  express 
legislative  authority  are  subject  to  be  set  aside  by  the  exercise  of  the  sovereign 
power  of  the  state. "  Ewing  v.  Seattle,  55  Wash.  229,  104  Pac.  2.59;  State  ex  rel. 
Webster  v.  Superior  Ct.  67  Wash.  37,  43-50,  L.  R.  A.  1915C,  2S7,  120  Pac.  861, 
Ann.  Cas.   1913D,  78. 

"The  present  ease  is  very  clearlv  distinguishable  from  Detroit  United  R.  Co. 
V.  Michigan  242  U.  S.  238,  248,  ante  87,  37  Sup.  Ct.  Rep.  87,  where  the  state 
legislature  had  expressly  provided  that  the  municipal  corporation  might  make 
a  binding  agreement  with  the  street  railway  respecting  the  rates  of  fare." 

The  Court  also  holds  that  the  Commission's  order  cannot  be  set  aside  on  the 
ground  that  the  order  would  result  in  the  operation  of  certain  lines  at  a  loss,  where 
it  is  not  contended  that  the  earnings  of  the  system  as  a  whole  are  unrenunierative. 
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RATES 

GREEN  BAY,  WISCONSIN 

523.3 — Number  of  Rooms  Basis. 

Wisconsin  Public  Service  Company,  Green  Bay,  Wisconsin,   (Pop. 
25,236).     Rates  for  Lighting  Service. 

The  Wisconsin  PubHc  Service  Company  has  an  oi:)tional  rate  for  light- 
ing service  wliich  is  on  tlie  active    room  basis,  as  follows: 


READINESS  TO  SERVE  RATE     OPTIONAL. 

Rate. 

Customer  Charge 

SI. 00  [H-r  mnnth,  plus  a 

Demand  Charge  of 

15  cents  per  month  for  each  active  connected  lighting  unit  of  50  watts  capac- 
ity, or  the  equivalent  thereof,  plus  an 

Energy  Charge  of 

4  cents  per  kilowatt-hour  for  all  current  consumed  by  the  connected  units, 
whether  classified  as  active  or  inactive. 

Determination  of  Active  Load. 

Residences  lighted  exclusively  by  electricity:  Active  lights,  Main  Hall, 
Main  Stairway,  Parlors,  Library.  Dining  Room,  Living  Room,  Kitchen,  Den, 
Music  Room,  Conservatory,  Butler's  Pantry,  and  one  light  on  second  fioor . 
All  other  lights  inactive.  Active  lights  not  to  e.xceed  75  per  cent  of  total 
installation. 

Residences  and  Flats  occupied  by  more  than  one  family,  each  floor  used  for 
living    rooms:     Classification    same    as    Residences    lighted    exclusively    by 
electricit}'. 

Residences  not  included  in  the  above:     All  lights  active. 

Hotels,  Clubs,  Boarding  Houses:  Classification  same  as  for  Residences, 
except  lights  connected  and  used  in:  Buffets,  Bars,  Bowling  Alleys,  Billiard 
Rooms,  Card  Rooms,  Lobbies,  Main  Halls,  Corri<lor  on  each  floor.  Wash 
Rooms,  and  Lavatories,  which  shall  be  deemed  active  lights. 

Editorial  Note. — All  indented  matter  is  direct  cjuotation. 
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Auditoriums,    Dance   Halls,    Opera   Houses,    Lodge   Rooms,    Churches,    and 
Factories  closing  at  6  P.  M.;   One-half  the  connected  load  shall  lie  deemed 


active. 


Retail  and  Wholesale  Mercantile  Establishments,  Saloons,  Restaurants, 
Factories  not  closing  at  0  P.  M.,  Depots  and  other  consumers  not  herein 
specifically  provided  for:     All  lights  shall  lie  deemed  active. 


Minunum  Charge. 

$1.00  per  month  per  meter. 


COMMISSION  DECISIONS 
COLORADO 

300 — Investment  and  Return. 

Colorado  Springs  Light,  He.\t  and  Power  Company,  Investigation 
of  the  Reasonableness  of  Rates  for  Gas  and  Electric  Service.  Decision 
of  the  Colorado  Public  Utilities  Commission,  Fixing  Rates.  July 
31,  1917. 

The  Commission,  in  an  order  issued  December  15,  1915,  fixeil  the  value 
of  the  property  and  established  rates  for  electric  service.  (8  Rate 
Research  216.)  The  effective  date  of  the  order  was  extended  and 
the  company  was  granted  a  rehearing.  The  Commission's  decision 
upon  rehearing  was  reported  in  8  Rate  Research,  369.  The  order 
in  this  case  provided  that  the  rates  should  be  put  in  effect  for  a  trial 
one  year  period,  the  rates  to  be  adjusted  at  the  end  of  such  period, 
provided  the  showing  of  revenues  and  expenses  for  the  jear  should 
justify  it.  At  the  end  of  the  trial  period  the  company  came  before 
the  Commission  with  its  operating  statistics.  The  Comj^any  also 
submitted  an  appraisal  of  its  property  higher  than  that  allowed  by 
the  Commission  in  the  former  order  and  also  testified  as  to  the  increased 
cost  of  coal,  labor,  materials  and  supplies,  and  increases  in  taxes. 
The  whole  ciuestion  of  the  \'alue  of  the  company's  propert\-  and  the  rates 
for  the  ]iroperty  was  therefore  reopened. 

310    Valuation. 

Siunmarizing  its  findings  with  regard  to  the  \'alue  of  the  property 
and  the  amount  of  the  income  to  be  provided  for,  the  Commission 
says: 

"After  giving  due  consideration  to  the  evidence  bearing  on  the  orig- 
inal cost,  cost  of  reproduction  and  cost  of  reproduction  less  depre- 
ciation of  the  electric  property,  and  considering  that  property  as  a 
going  concern  with  an  established  business  and  in  successful  opera- 
tion, the  Commission  finds  that  in  addition  to  its  reasonable  oi)orat- 
ing  cxpen.ses  as  hereinafter  determined,  and  an  annual  tiepreciation 
requirement  of  .f50, ()()(). 00,  set  aside  on  the  straight  line  Ixasis, 
The  ( 'olorado  Springs  Light,  Heat  &  Power  Company  should  be 
entitled  to  earn  on  its  electric  property  an  amount  equal  to  8  per 
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cent  on  $1,650,000.00.  The  Commission  further  finds  that  the 
company  may,  at  its  option,  set  aside  its  depreciation  reserve  on 
the  sinking  fund  basis,  in  which  event  the  annual  depreciation 
requirement  should  be  rechiced  to  $30,000.00,  and  the  company 
should  be  entitled  to  earn  over  and  above  its  reasonable  operating; 
expenses,  and  an  annual  depreciation  requirement  of  $30,000.00 
set  aside  on  the  sinking  fund  basis,  an  amount  equal  to  8  per  cent 
on  $1,000,000.00." 

314 — Overhead  Charges. 

The  following  table  gives  the  construction  overheads  for  the  electric 
property  as  developed  and  applied  by  the  Commission's  engineering 
staff: 

Account  105 — Land  and  Right  of  way. 

Market  Value 100 

Brokerage,   Preliminary  Survey,   Search  of  Title,  Conveyancing 
and  Recording 5 


Total  Direct  Cost 105 

Interest,  2  years  at  6  per  cent  per  annum 12.6 

Taxes,  2  years  li  per  cent  of  market  value 3 

General  and  Miscellaneous  Expense  2  per  cent 2.1 


per  cent, 
per  cent. 

per  cent. 

per  cent, 
per  cent, 
per  cent. 


Total  Cost  to  Utility 122.7  per  cent. 

Account  106 — Buildings  and  Structures. 

Cost  to  Contractor 100  per  cent . 

Engineering  and  Architecture  6  per  cent 6  per  cent. 

Total 106       per  cent. 

Interest  During  Construction  6  per  cent 6  36  per  cent. 

Taxes  During  Construction  1  per  cent 1 .  03  per  cent. 

General  and  Miscellaneous  Expense  2  per  cent 2. 12  per  cent. 

Fire  and  Tornado  Insurance  1  per  cent 1.08  per  cent. 

Total  Cost  to  Utility 116.60  per  cent. 

Account  107 — Steam  Power  Plant  Equipment. 
Account  10!) — Hydraulic  Power  Works  Equipment. 
Account  110 — Hydraulic  Power  Plant  Equipment. 
Account  111 — Boiler  Plant  Equipment. 
Account  11.3 — Miscellaneous  Power  Plant  Equipment. 

Field  Cost _ 100  per  cent. 

Errors,  Omissions  and  Contingencies 3  per  cent. 

Insurance 2  per  cent . 

Watchman's  Service 1  per  cent. 


Total 106       per  cent. 

Preliminary  Engineering  Study  1  per  cent 1.03  per  cent. 

Engineer's  Plans,  Specifications  and  Supervision,  5  per  cent 5.30  per  cent. 

Total 112. 36  per  cent. 

Interest  During  Construction  6  per  cent 6.74  per  cent. 

Taxes  During  Construction  1  per  cent 1 .  12  per  cent. 

General  and  Miscellaneous  Expense  2  per  cent 2.25  per  cent. 


Total  Cost  to  Utility 122.47  per  cent. 
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Account  120 — Transmission  System. 

Account  121 — Substation  and  Transformer  Station  Equipment. 

Account  140 — Distribution  System. 

Account  IGO — Municipal  Contract  Lighting  System. 

Field  Cost 100       per  cent. 

Errors,  Omissions  and  Contingencies 5       per  cent. 

Insurance 2       percent. 


Total  Direct  Cost 107       per  cent. 

Engineering  and  Supervision  5  per  cent  5 .  35  per  cent . 

Total 112  35  per  cent. 

Interest  3  per  cent 3.37  per  cent. 

Taxes  i  per  cent 56  per  cent. 

General  Miscellaneous  Expense  2  per  cent 2.25  per  cent. 

Total  Cost  to  Utility 118.53  per  cent. 

Account  141 — Line  Transformers. 
Account  142 — Consumers'  Meters. 
Account  166 — Customers'  Installations. 
Account  168 — Miscellaneous  Equipment . 
Accoimt  169 — Utility  Equipment. 

Field  Cost , 

Errors,  Omissions  and  Contingencies. .  . 
Insurance 


0 

per  cent 

1 

per  cent 

2 

per  cent 

Total  Direct  Cost 103       per  cent. 

Engineering  3  per  cent 3. 09  per  cent. 

Total 106. 09  per  cent. 

Interest  During  Construction  2  per  cent 2. 12  per  cent. 

Taxes  During  Construction  J  per  cent 53  per  cent. 

General  and  Miscellaneous  Expense  2  per  cent 2. 12  per  cent. 

Total  Cost  to  Utility 110.86  per  cent. 

Account  150 — Commercial  Lamps  and  Lamp  Equipment. 
Account  162 — General  Office  Equipment. 

Field  Cost , 100       per  cent. 

Errors,  Ommissions  and  Contingencies 2       per  cent. 

Insurance  and  Taxes 1        per  cent . 


Total  Direct  Cost 103       per  cent. 

Interest  During  Construction 2  06  per  cent. 

General  and  Miscellaneous  E.xpense  2  per  cent 2. 06  per  cent. 

Total  Cost  to  Utility 107. 12  per  cent. 

Discussing  the  allowance  for  the  various  overhead  costs,  the  Commission 

says: 

314.6    Taxes  and  Insurance  During  Construction. 

"It  would  have  been  advisal)le  for  the  company,  in  constructing 
its  property,  to  have  carried  fire  and  tornado  insurance  upon  siich 
items  as  buildings,  power  plant  equipment,  and  supplies  carried 
in  store  rooms,  and,  in  addition,  to  have  carried  employes'  and 
ijublic  liabilitv  insurance.     If  such  insurance  was  not  carried  by  the 
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company  during  the  construction  period  such  liabilities  were  assumed, 
and  the  payments  made  on  account  of  accidents  and  damages 
and  losses  from  other  sources  would,  in  the  opinion  of  the  Com- 
mission, not  have  been  less  than  the  cost  of  carrying  such  insurance 
at  this  time.  In  the  absence  of  specific  information  as  to  the 
amount  actually  paid  by  the  company  to  cover  insurance  during 
the  construction  ])eriod  the  Commission  is  of  the  opinion  that  it 
is  fair  to  include  under  the  heading  of  insurance  the  amount  which 
the  company  would  actually  be  required  to  pay  at  this  time  for 
employes'  and  jniljlic  liability  insurance,  and  for  fire  and  tornado 
insurance,  on  such  property  as  it  would  be  advisable  to  insure. 

314.11    Initial  Engineering. 

"It  was  not  claimed  at  the  hearings  in  this  case  that  the  records  of 
the  company  indicated  the  amounts  paid  for  engineering,  plans 
and  specifications,  and  general  supervision  of  construction  work. 
Such  work,  however,  was  done  and  paid  for  by  the  company  and 
the  commission  finds  that  the  allowances  made  by  its  engineer 
for  engineering  plans  and  specifications  and  general  supervision, 
ranging  from  three  to  six  per  cent  for  the  different  classifications 
of  propertj-,   are  fair  and  reasonable. 

314.5    Interest  During  Construction. 

"As  in  the  case  of  a  number  of  utilities  investigated  by  this  Com- 
mission no  records  are  available  that  disclose  the  amounts  paid  by 
the  defendant  company  for  interest  during  its  construction  period. 
Whether  or  not  such  payments  were  in  fact  made  by  the  company 
appears  to  the  Commission  to  be  entirely  immaterial.  The  fact 
cannot  be  overlooked  that  money  was  tied  up  in  construction  work 
for  greater  or  less  periods  of  time,  that  interest  on  such  money  was 
foregone  by  the  company,  and  that  such  loss  of  interest  represents 
a  part  of  the  necessary  sacrifices  made,  and  should,  therefore,  be 
considered  in  arri\ing  at  the  fair  value  of  the  property  of  the  com- 
imny  for  rate-making  purposes.  In  this  case  the  Commission's 
engineer,  as  well  as  the  engineers  for  the  company,  estimated  interest 
during  construction  at  6  per  cent  per  annum,  and  applied  this 
interest  rate  to  the  different  classifications  of  property  for  one-half 
the  period  required  for  the  construction  of  such  property.  The 
Commission  finds  that  this  method  gives  a  reasonable  estimate 
of  the  cost  to  the  company  for  interest  during  construction.  While 
the  construction  periods  for  the  entire  property  were  not  ascertain- 
ah\Q,  they  were  kno^-n  for  a  large  portion  of  the  property,  and  for 
the  remainder  of  the  property  were  estimated  as  nearly  as  possible 
from  facts  underlying  this  particular  case. 

314.6— Taxes  and  Insurance  During  Construction, 

"The  Connnission  is  of  the  opinion  that  a  certain  portion  of  taxes 
paid  by  the  company  should  be  charged  to  its  fixed  capital  accounts, 
that  taxes  are  in  fact  assessed  on  property  during  its  construction, 
and  that  the  inclusion  of  taxes  as  a  construction  overhead  is  a 
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piojicr  allowance,  provided  the  operating  expenses  of  the  utility 
are  properly  credited  with  such  amounts  as  are  charged  to  its  con- 
struction accounts.  The  Commission  finds  that  the  allowance 
made  by  the  engineers  for  taxes  during  the  construction  period 
should  be  considered  in  arriving  at  the  value  of  this  property  for  rate 
making  purposes. 

"Engineers  for  both  the  Commission  and  the  Company  included 
under  construction  overheads  approximately  2  per  cent  for  general 
and  miscellaneous  expenses  during  construction.  This  allowance  is 
made  for  such  items  of  expense  as  purchasing,  rent,  light,  heat, 
accounting,  administration,  etc.,  and  the  Commission  is  of  the 
opinion  that  the  allowance  is  a  reasonable  one.   .    .    . 

314.3    Bond  Discounts. 

"The  company  has  made  claim  for  an  allowance,  in  the  original  cost 
of  its  electric  property,  of  .?76,482.00  for  discount  on  bonds  during 
construction,  and  claims  that  this  sum  should  be  included  in  arri\ing 
at  the  amount  upon  which  fair  and  reasonable  rates  are  to  be  based. 
The  Commission  is  of  the  opinion  that  the  rate  of  return  which  a 
public  utility  is  permitted  to  enjoy  upon  its  investment  prudently 
made  should  fully  compensate  such  utility  for  the  use  of  its  property. 
If  it  chooses  to  issue  bonds  to  raise  funds  with  which  to  construct 
its  property,  then  the  interest  on  the  bonds  and  the  expense  incident 
to  the  issuance  of  the  same  should  he  paid  by  the  utility  out  of  the 
amount  allowed  to  it  as  a  fair  return  upon  its  investment.  On  the 
other  hand,  if  a  pubhc  utility  chooses  to  finance  the  construction 
of  its  property  by  the  subscription  of  capital  stock,  no  claim  can  be 
supported  for  such  discount.  It  is  true  that  in  the  accounting 
classifications  promulgated  by  various  state  conunissions— this 
Conunission  included— and  by  the  Interstate  Commerce  Commis- 
sion, railways  and  other  public  utility  companies  are  required  to 
provide  for  the  amortization  of  bond  discount  out  of  income  over 
the  period  between  the  date  of  the  issuance  of  the  bonds  and  the 
date  of  their  maturity,  and  that  in  some  instances  such  utilities  arc 
permitted  to  charge  to  capital  accounts  that  portion  of  the  amorti- 
zation charges  which  accrues  during  the  period  of  construction, 
but  it  is  by  no  means  clear  to  the  Conunission  that  even  this  portion 
of  bond  discount  should  be  allowed  in  finding  a  value  for  rate-making 
purposes. 

"After  due  consideration  the  Conunission  is  of  the  opinion  that  no 
allowance  whatever  should  be  made  for  discount  on  bonils  or  other 
financial  expenses  in  determining  the  fair  value  of  the  defendant's 
property  for  rate-making  purposes." 

The  Commission  refers  to  the  lioldings  of  commissions  and  courts  on 
bond  discounts  in  the  following:  Citv  of  Lincoln  v.  Lincoln  Water 
and  (ias  Companv,  P.  U.  R.  1917  B  1  (10  Rate  Research  264);  Whitten, 
Valuation   of   Public   Utihties,  p.   286;   Greensburg  v.  Westmoreland 
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Water  Co.,  P.  U.  R.  1917D,  478;  In  re  Portlaiul  R.  Light  &  P.  Co., 
P.  U.  R.  191()D,  976;  Lima  v.  Lima  T.  &  T.  Co.,  P.  U.  R.  1916  E,  670; 
Li  re  Dunham,  P.  U.  R.  1916E,  544. 

[Continued  in  next  week's  issue  of  Rate  Reseakch] 


ILLINOIS 

300 — Investment  and  Return. 

Kennedy  et  al.  v.  De  Kalb-Sycamore  Electric  Company.  Decision 
of  the  Illinoi.s  Public  Utilities  Commission,  Fixing  Rates  for  Steam 
Heating  Service.     April  30,  1917. 

The  Commission  made  an  investigation  of  the  property  of  the  company 
for  the  purpose  of  determining  reasonable  rates. 

352— Expense. 

In  estimating  operating  expenses  upon  which  to  base  rates,  the  Com- 
mission's engineer  included  an  item  to  cover  expenses  incurred  lay  the 
company  on  account  of  the  rate  case.  The  Commission  finds  that 
for  the  year  ended  May  31,  1916,  the  revenue  collected  by  the  company 
was  approximately  .|2,500  in  excess  of  the  annual  re^•enue  found  reason- 
able Ijy  the  Commission. 

"The  Commission  heretofore  has  disallowed  the  procedure  expenses 
'n  rate  cases  where  it  develops  that  the  utility  has  collected  excess 
revenue  during  the  pendencv  of  the  hearings  (cf.  Lincoln  v.  Lincoln 
Water  &  Light  Co.  2496,  4  111.  P.  U.  C.  R.  113,  P.  U.  R.  1917B,  1); 
and  this  position  is  taken  herein." 

540 — Minimum  Charge. 

In  discussing  the  rates  which  the  company  desired  to  put  m  effect,  the 
Commission  says : 

"In  the  existing  rate,  the  minimum  charge  of  .13.00  per  month  is 
intended  to  insm-e  that  sufficient  return  be  derived  from  each  con- 
sumer to  effect  the  direct  consumer  expense.  Theoretically,  a 
minimum  bill  should  embrace  not  only  the  fixed  consumer  expense, 
but  the  average  cost  of  steam  consumed  imder  the  minimum  quantity. 
Respondent's  expert  apparently  believes  that  the  best  way  to  build 
a  rate  structiu-e  is  to  separate  consmncr  and  consumption  charges, 
and  to  keeji  them  separate  in  billing  the  consumer.  Inasmuch  as 
his  consumer  expense  is  constant,  and  is  not  affected  by  the  quantity 
of  steam  taken  by  a  consumer,  it  would  appear  both  reasonable  and 
equitable  to  set  up  such  an  expense  as  an  independent  service  charge, 
and  to  make  a  separate  and  distinct  charge  for  the  steam  consumetl. 
The  consumption  charge  should  then  return  the  difference  between 
the  revenue  derived  from  the  service  charge  antl  the  required  total 
revenue." 
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OFFICIAL  PUBLICATIONS  OF  STATE 
COMMISSIONS 

Tlic  official  publications  of  state  putjlic  service  commissions  in  hoiiiHl 
\olumes  are  here  given  as  made  up  from  the  library  of  Rate  Research. 

A  brief  notation  is  given  of  the  contents  of  the  bound  reports  as  a 
guide  to  research  work  in  the  field.  The  date  of  the  establishment 
of  jurisdiction  over  electric  utilities,  even  a  limited  jurisdiction,  is 
given  in  each  instance. 

In  the  case  of  states  having  a  railroad  commission  with  no  jurisdiction 
over  electric  utilities,  the  last  rciiort  received  has  Ijeen  noted  as  an 
indication  of  the  length  of  time  the  state  has  had  regulation  to  that 
extent. 

ALABAMA  PUBLIC  SERVICE  COMMISSION 

1015 
(No  reports  received.) 

ARIZONA  CORPORATION  COMMISSION 

1912 
Annual  Reports. 

First  Annual  Report,  February  14,  1912,  to  December-  1,  1913. 
(Decisions,  Commission  Law,  Corporation  Laws,  rules  of  Practice 
and  Procedure,   Uniform  Classification  of  Accounts). 

Second  Annual  Report,  December  1,  1913,  to  June  30, 1914.  (De- 
cisions.) 

Third  Annual  Report,  July  1,  1914,  to  June  30,  1915.  (Decisions, 
standards  for  gas  and  electric  service.) 

CALIFORNIA  RAILROAD  COMMISSION 

1911 
Reports  of  Decisions. 

Volume  1,  January  1,  1911,  to  December  31,  1912. 
Volume  2,  January  1,  1913,  to  June  30,  1913. 
Volume  3,  July  1,  1913,  to  December  31,  1913. 
Volume  4,  January  1,  1914,  to  June  30,  1914. 
Volume  5,  July  1,  1914,  to  December  31,  1914. 
Volume  6,  January  1,  1915,  to  May  29,  1915. 
Volume  7,  June  1,  1915,  to  August  31,  1915. 
Volume  8,  September  1,  1915,  to  December  31,  1915. 
Volume  9,  January  1,  1916,  to  April  30,  1916. 
Volume  10,  Mav  i,  1916,  to  August  31,  1916. 
Volume  11,  September  1,  1916,  to  November  30,  1916. 

Advance  sheets  may  be  procured  at  5  cents  per  copy  or  at  50  cents 
per  month,  and  bound  vohunes  at  ,'$1.50  per  volume. 
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Annual  Reports.  , 

Annual  Report,  year  ended  June  30,  1913.  (Commission  law, 
Company  statistics.) 

Annual  Report,  year  ended  June  30,   1914.     (Company  statistics.) 

Annual  Report,  year  ended  June  30,  1915.     (Company  statistics.) 

Annual  Report,  year  ended  June  30,  1916,  2  vols.  (Company 
statistics.) 

COLORADO  PUBLIC  UTILITIES  COMMISSION 

I'JU 
Reports  of  Decisions. 

Volume  1,  December  1,  1914,  to  January  1,  1916.  (Decisions, 
Commission  Law,  Rules  of  Practice  and  Procedure.) 

Volume  2,  January  1,  1916,  to  November  1,  1916.  (Decisions, 
standards  of  service  for  gas  and  electricity,  classification  of  accounts.) 

Annual  Reports. 

First  Annual  Report,  August  12,  1914,  to  December  1,  1914  (com- 
bined with  Fourth  Biennial  Report  of  the  Colorado  Railroad  Com- 
mission). 

Second  and  Third  Annual  Reports,  December  1,  1914,  to  November 
30,  1916. 

CONNECTICUT  PUBLIC  UTILITIES  COMMISSION 

1911 
Annual  Reports. 

First  Annual  Report,  September  9,  1911,  to  June  30,  1912.  (Ab- 
stracts of  decisions,  company  statistics.) 

Second  Annual  Report,  year  ended  June  30,  1913.  (Abstracts  of 
decisions,  rate  schedules  of  gas  and  electric    companies,  company 

statistics.) 

Third  Annual  Report,  year  ended  June  30,  1914.  (Abstracts  of 
decisions,  rate  schedules  of  gas  and  electric  companies,  company 
statistics.) 

Fourth  Annual  Report,  year  ended  June  30,  1915.  (Abstracts  of 
decisions,  company  statistics.) 

Fifth  Annual  Report,  year  ended  June  30,  1916.  (Abstracts  of 
decisions,    company   statistics.) 

DISTRICT  OF  COLUMBIA  PUBLIC  UTILITIES  COMMISSION 

1913 
Annual  Reports. 

First  Annual  Report,  March  4,  1913,  to  December  31,  1913.  (De- 
cisions, commission  law,  company  statistics.) 

Second  Annual  Report,  year  ended  December  31,  1914.  (Decisions, 
company  statistics,  standards  for  gas  service.) 

Third  Annual  Report,  year  ended  December  31,  1915.  (Decisions, 
standards  for  electric  service,  company  statistics.) 
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Fourth  Annual  Report,  year  ended  December  31,  1916.  (Decisions, 
company  statistics.) 

FLORIDA  RAILROAD  COMMISSION 
Annual  Reports. 

Twentietli  Annual  Report,  for  tiie  year  ended  February  28,  1917. 

GEORGIA  RAILROAD  COMMISSION 

l!ll)7 
Annual  Reports. 

All  matters  relating  to  electric  companies  are  contained  in  volumes 
beginning  with  the  36th  Annual  Report,  1908,  and  continuing  up  to 
the  43rd  Annual  Report,  for  the  year  ended  December  31,  1915. 
(Decisions,  general  rules,  commission  laws,  company  statistics.) 

IDAHO  PUBLIC  UTILITIES  COMMISSION 

11)13 
Annual  Reports. 

First  Annual  Report,  May  8,  1913,  to  June  30,  1914.  (Decisions, 
commission  law,  rules  of  practice  and  procedure,  electric  rate 
schedules.)  ' 

Second  Annual  Report,  year  ended  June  30,  1915.  (Decisions, 
amendments  to  commission  law,  company  statistics.) 

Third  Annual  Report,  year  ended  June  30,  1916.     (Decisions.) 

ILLINOIS  PUBLIC  UTILITIES  COMMISSION 

mil 
Reports  of  Decisions. 

Volume  1,  January  1,  1914,    to    December    1,    1914.     (Commi-sion 

law.) 

Volume  II,  year  ended  November  30,  1915. 

Annual  Reports. 

First  Annual  Report,  January  1,  1914,  to  December  1,  1914.  (Com- 
pany statistics.) 

Second  Annua'  Report,  December  1,  1914,  to  December  1,  1915. 
(Abstracts  of  decisions,  rates  of  electric  companies.) 

Other  Publications. 

Pamphlets  containing  rate  schedules  for  electric,  gas,  water  and 
heating  companies,  in  effect  September  1,  1916,  and  telephone 
exchange  rates  in  effect  April  30,   1917. 

INDIANA  PUBLIC  SERVICE  COMMISSION 

11)13 
Annual  Reports. 

First  Annual  Report,  year  ended  April  30,  1914.  (Rates  for  gas 
and  electric  service,  company  statistics.) 

Second  Annual  Report,  year  ended  September  30,  1915.  (Com- 
pany statistics.) 
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IOWA  RAILROAD  COMMISSION 

Annual  Reports. 

Thirty-eiohth  Annual  Report,  year  ended  December  31,  1915.  (No 
juri.siliction  o\cr  electric  companies,  except  power  to  grant  fran- 
chises for  transmission  lines  outside  of  cities  and  towns  since  1913.) 

KANSAS  PUBLIC  UTILITY  COMMISSION 

19U 
Annual  Reports. 

First  Annual  Report,  May  22,  1911,  to  November  30,  1912.  (De- 
cisions, commission  law,  rules  of  practice  and  procedure,  company 

statistics.) 

Second  Biennial  Report,  December  1,  1912,  to  November  30,  1914. 
(Decisions,  company  statistics.) 

KENTUCKY  RAILROAD  COMMISSION 

Annual  Reports. 

Thirty-fourth  Annual  Report  for  the  year  1913. 

LOUISIANA  RAILROAD  COMMISSION 

Annual  Reports. 

Fifteenth  Ajinual  Report  for  the  year  1913.  ■ 

MAINE  PUBLIC  UTILITIES  COMMISSION 

1914 
Annual  Reports. 

First  Annual  Report,  November  1,  1914,  to  October  31,  1915. 
(Abstracts  of  decisions.) 

Second  Annual  Report,  November  1,  1915,  to  October  31,  1916. 
(Decisions,  company  statistics.) 

MARYLAND  PUBLIC  SERVICE  COMMISSION 

1910 
Annual  Reports. 

Volume  1,  for  the  eight  months,  ended  December  31,  1910.  (De- 
cisions, rules  of  practice  and  procedure,  company  statistics.) 

Volume  2,  for  the  year  ended  December  31,  1911.  (Decisions, 
company  statistics.) 

Volume  3,  for  the  year  ended  December  31,  1912.  (Decisions, 
company  statistics.) 

Volume  4,  for  the  year  ended  December  31,  1913.  (Decisions,  com- 
pany statistics.) 

Volume  5,  for  the  year  ended  December  31,  1914.     (Decisions,  com- 
,  pany    statistics.) 
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Volume  6,  or  the  year  ended  December  31,  1915.  (Decisions, 
standards  for  gas  service,  company  statistics.) 

Volume  7,  for  the  year  ended  December  31,  1916.  (Decisions' 
standards  for  electric  service,  company  statistics.) 

MASSACHUSETTS  BOARD  OF  GAS  AND  ELECTRIC  LIGHT 

COMMISSIONERS 

1SS7 
Annual  Reports. 

The  first  two  annual  reports,  188G  and  1887,  were  of  the  Board  of 
Gas  Commissioners. 

Third  Annual  Report  issued  January,  1888,  is  the  first  to  relate  to 
electric  companies. 

The  Thirty-second  Annual  Report  for  the  year  ended  June  30,  1916, 
is  the  last  report  issued.  (The  reports  contain  decisions,  court 
decisions,  new  legislation,  tabulated  i-ates  of  gas  and  electric  com- 
panies, company  statistics.) 

MASSACHUSETTS  PUBLIC  SERVICE  COMMISSION 

Annual  Reports. 

First  Annual  Report,  for  the  year  1913,  2  vols.  (Combined  with  the 
Forty-fifth  Annual  Report  of  the  Board  of  Raiboad  Commissioners.) 
Second  Annual  Report,  for  the  year  1914.     (Decisions.) 

MICHIGAN  RAILROAD  COMMISSION 

Annual  Reports. 

Third  Annual  Report,  year  ended  December  31,  1909.     (Abstract 

of  laws  as  amended.     Commission  had  no  jurisdiction  over  electric 

companies  prior  to  1909.) 

Fourth  Annual  Report,  year  ended  December  31,  1910.     (Abstracts 

of  decisions.) 

Fifth  Annual  Report,  year  ended  December  31,  1911.     (Decisions.) 

Sixth  Annual  Report,  year  ended   December  31,  1912.     (Decisions 

published   cjuarterly   in   pamphlet  form  and  omitted   from  annual 

reports.) 

Seventh  Annual  Report,  year  ended  December  31,   1913.     (New 

legislation,  electric  companies  required  to  file  rate  schedules.) 

Eighth  Annual  Report,  year  ended  December  31,  1914. 

Ninth    Annual    Report,    year   ended    December   31,    1915.     (New 

legislation,   company   statistics,   uniform   classification   of   accounts 

adopted  and  order  issued  regarding  form  and  filing  of  electric  rate 

schedules.) 

Quarterly  Reports  of  Decisions,  50  cents  per  volume  of  four  numbers- 

MINNESOTA  RAILROAD  AND  WAREHOUSE  COMMISSION 

Annual  Reports. 

Thirty-first  Annual  Report,  year  ended  November  30,  1915. 

(To  be  continued) 
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REFERENCES 

INVESTMENT  AND  RETURN 

310— Valuation. 

Normal  Cost  in  the  Valuation  of  Public  Service  Property,  by 
A.  S.  B.  Little.     The  Gas  Age.      August  15,  1917.     p.  154.  2|  pages. 

"Normal  cost  or  original  cost  tempered  by  judgment  and  based  upon  actual 
expenditures"  seems  to  the  writer  to  be  the  fairest  method  of  arriving  at  fair 
vakie.  In  summarizing  his  suggestions  he  recommends  that  an  appraisal  should 
origin.ate  and  grow  somewhat  as  follows: 

"First — Make  an  inventory  to  include  each  item  of  property,  leaving  out  of 
consideration  in  the  meantime  just  how  that  property  was  acquired  by  the 
company,  i.  e.,  by  construction  at  the  cost  of  (a)  investment  account,  (b) 
operating  expense,  or   (c)  surplus  account. 

"Second — Ascertain  as  closely  as  possible  the  actual  conditions  under  which 
the  property  grew  and  developed,  so  that  costs  actually  incurred  will  be 
reflected  in  the  appraisal  even  where  some  of  the  physical  characteristics 
of  the  site  no  longer  bear  witness  to  the  actual  work  done.  As  an  example 
of  what  I  mean,  consider  a  case  where  a  lot  of  quicksand  had  to  be  removed. 
It  is  now  gone  and  there  is  no  evidence  of  it,  so  that  in  reproducing  the  property 
now  there  would  be  no  quicksand  to  remove.  It  was  removed,  and  at  consid- 
erable cost,  and  the  actual  cost  should  be  taken  into  accoimt. 

"Third — Deduct  from  the  actual  costs  any  expense  due  to  bad  management. 
Before  doing  this,  be  sure  to  satisfy  yourself  that  it  was  unreasonable  to  do 
such  work  at  the  time  it  was  done.  In  other  words,  did  the  company  at  that 
time  possess  all  the  information  that  .you  have,  and  which  you  now  use  when 
3'ou  assert  the  design  and  construction  reflect  unreasonable  management? 

"Fourth — Show  in  a  separate  column  for  each  unit  of  property  on  which  you 
have  placed  a  cost  the  reasonable  addition  to  cost  occasioned  by  the  normal 
upward  trend  in  the  price  of  basic  materials  and  labor  used  in  the  construction 
of  each  unit.  This  column  would  then  show  the  fair  appreciation  in  the  cost 
of  the  items  forming  the  property,  and  a  total  of  the  figures  would  show  the 
full  amount  of  appreciation  on  the  property  due  to  the  upward  trend  of  prices. 

"Fifth — In  the  next  column  should  be  a  similar  set  of  figures  showing  in  detail 
how  much  the  property  has  depreciated  through  decay  or  loss  in  usefulness 
due  to  what  is  called  fimctional  deficiency.  Do  not  include  as  depreciation 
any  deferred  maintenance." 

PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

West  Virginia  Public  Service  Commission,  Annual  Reports,  1914, 
Vols.  I  and  II,  467  and  828  pages;  and  1915-1916,  Vols.  I  and  II,  509 
and  392  pages. 

The  annual  report  of  the  West  Virginia  Commission  for  the  year  191-4  is  published 
in  two  parts.  Part  I  contains  the  Public  Service  Commission  Act,  the  opinions 
and  orders  ol  the  Commission,  rules  of  practice  and  procedure,  and  the  rules  and 
regulations  governing  tests  of  electricity,  gas,  and  water  meters.  Part  II  con- 
tains statistics  of  the  companies  subject  to  the  Commission's  jurisdiction.     The 
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rates  of  cloetric,  gas,  water  and  telephone  companies  are  given,  effective  as  of 
June  30,  1914.  and  as  originally  filed. 

The  Commission  issued  a  biennial  report  covering  the  two  3-ear  period  ende<l 
June  30,  1916.  This  report  is  published  in  two  parts,  Part  I  containing  the  deci- 
sions of  the  Commission  and  the  Public  Service  Commission  Act  as  amended, 
and  Part  II  containing  company  statistics.  No  rates  of  electric  utilities  are 
given  in  this  report. 

252 — Commission  Annual  Reports. 

Illinois  State  Public  Utilitie.s  Commission,  Second  Annual  I^oport, 
1915.     95  pages. 

The  second  annual  report  of  the  Illinois  Commission  gives  an  account  of  the 

Commission's  work  for  the  year  ended  November  30,  1915. 

The  Commission  notes  that  there  has  been  substantial  progress  in  the  business 

of  furnishing  electric  service  during  the  past  two  years. 

"According  to  statistics  published  by  Mr.  Samuel  InsuU,  there  were,  on 
December  1,  1913,  180  towns  of  over  500  population  and  with  a  combined 
population  of  119,300,  which  were  not  receiving  electric  service.  The  records 
of  the  Commission  show  that  on  December  1,  1915,  there  were  only  117  towns 
of  over  500  population  and  having  a  combined  population  of  91,518,  without 
service.  Of  these  117  towns.  18  have  over  1,000  population,  3  over  2,000, 
3  over  3,000  and  none  over  3,500.  During  the  two  years,  then,  electric  service 
has  been  given  to  63  towns  of  the  size  considered,  having  a  total  population  of 
27,682.  In  addition,  a  number  of  towns  of  less  than  500  population  have  been 
given  service." 

224— Rates. 

The  Commission  estimates  that  the  changes  in  the  rates  of  electric,  gas.  water, 
heating  and  telephone  companies  during  the  period  from  January  1,  1914  (the 
date  the  Commission  came  into  existence),  to  the  end  of  the  year  1916,  would 
effect  a  saving  to  consumers  of  approximately  two  million  dollars  per  year.  A 
summary  of  the  principal  items  effecting  such  result  is  given  which  shows  in 
each  case  the  estimated  amount  of  reductions  and  the  rates  in  effect  on  January 

I,  1914,  and  the  present  rates. 

253 — Commission  Reports  of  Decisions. 

Illinois  Public  Utilities  Commission,  Opinions  and  Orders,  Volume 

II.  842  pages. 

The  second  volume  of  the  opinions  and  orders  of  the  Illinois  Commission  is  tor  the 
year  ended  November  30,  1915. 

253 — Commission  Reports  of  Decisions. 

Reports  of  the  New  Jersey  Board  of  Public  Utility  Commis- 
sioners, Volumes  IV,  613  pages. 

The  report  contains  the  decisions  of  the  Board  for  the  period  from  July  12,  1915, 
to  December  25),  1916. 

253 — Commission  Reports  of  Decisions. 

New  York  Public  Service  Commission  (2  D),  Reports  of  Decisions, 
Volume  V,  445  pages. 

The  Commissi  n  has  issued  in  bound  form  its  decision  for  the  period  from  January 
1,  1916.  to  December  31,  1916. 
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COMMISSION  DECISIONS 
COLORADO 

300— Investment  and  Return. 

Colorado  Springs  Light,  Heat  and  Power  Company,  Investigation 
of  the  Reasonableness  of  Rates  for  Gas  and  Electric  Service.  Decision 
of  the  Colorado  Public  Utilities  Commission,  Fixing  Rates.  July 
31,  1917.      (Continued  from  11  Rate  Research  321-329.) 

362    Accrued  Depreciation. 

It  was  contended  on  the  part  of  the  company  tliat  no  deduction  on 
account  of  the  depreciation  should  he  made  from  the  original  cost 
new  of  the  company's  properties  m  determining  their  fair  value  for 
rate  making  purposes  and  data  were  submitted  purporting  to  show 
that  the  company  had  not  been  able  throughout  its  entire  existence 
to  earn  a  return  of  8  per  cent  upon  its  investment  and  that  since  it  had 
not  been  able  to  earn  any  amount  from  which  to  accumulate  a  depre- 
ciation reserve  no  deiluctions  should  be  made  therefor.  The  Com- 
mission says: 

"On  the  basis  of  the  record  before  it  the  Commission  is  of  the  opinion 
that  the  earnings  of  the  electric  department  of  the  defendant  have 
at  all  times  been  sufficient  to  enalile  it  to  earn  a  return  of  8  per  cent 
on  the  investment  in  its  property,  meet  its  reasonable  operating 
expenses,  and  provide  an  adequate  reserve  for  replacements,  and 
that  therefore,  the  argument  that  no  deduction  should  lie  made 
on  account  of  accrued  depreciation  for  the  reason  that  the  company 
has  not  been  able  to  earn  an  amount  sufficient  to  provide  for 
depreciation,  cannot  be  applied  in  this  case.  The  matter  of  the 
company's  revenues  having  been  sufficient  or  insufficient  to  enable 
it  to  set  aside  a  reasonable  depreciation  reserve  has  more  bearing, 
in  the  opinion  of  the  Commission,  upon  the  allowance  to  be  made 
for  going  value  than  upon  the  question  as  to  whether  accrued  de- 
preciation should  be  deducted  in  arrivmg  at  the  fair  value  of  defend- 

. Editorial  Note. — All  indented  matter  is  direct  quotation. 
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ant's  propcnt}-  for  rate  making  i^urposes.  Whether  such  a  deduction 
should  be  made  depends,  in  the  opinion  of  the  Commission,  very 
largely  upon  the  amount  which  the  company  is  permitted  to  set 
aside;  as  an  annual  depreciation  reserve,  and  whether  such  require- 
ment is  set  aside  on  the  straight  line  or  on  the  sinking  fund  basis. 
"In  arriving  at  the  fair  value  of  defendant's  electric  property  for 
rate  making  jiurposes  it  is  proper  here  to  consider  the  question  of 
the  allowance  to  be  made  for  going  value,  or  de\elopment  cost,  as 
the  term  is  used  by  witnesses  for  the  company.  It  previously  has 
been  determined  that,  in  so  far  as  the  electric  department  of  the 
company  is  concerned,  no  amount  should  be  added  on  account  of 
unearned  accrued  depreciation,  or  on  account  of  the  fact  that  the 
defendant  company  has  not  been  able  to  earn  a  fair  return  upon 
the  investment  in  its  electric  property." 

352    Expense. 

In  going  over  the  Company's  income  statement  the  Commission  notes 
that  there  is  included  under  the  heading  of  operating  expenses  an  item 
covering  rate  hearing  and  inventory  expense  incurred  during  the  Com- 
missions investigation  of  the  Company's  rates. 

"The  Commission  is  of  the  opinion  that  the  cost  of  making  inventor- 
ies and  conducting  rate  hearings,  even  if  allowable  as  an  operatmg 
expense,  should  not  be  included  in  the  operating  expenses  for  any 
one  year,  but  that  such  expense  should  be  apportioned  over  a  period 
of  years." 
An  investigation   was  made  to   determine  the  reasonableness  of  the 
various  items  in  the  Company's  statement  of  expenses;  and  the  proper 
apportionment  of  ^■arious  items  of  expense  between  the  three  utilities, 
gas,  electric,  and  heating,  is  discussed  by  the  Commission. 

340    Rate  of  Return. 

After  estimating  reasonable  operating  expenses  for  the  electric  prop- 
erty, in  which  allowance  was  made  for  the  increase  in  cost  of  coal  and 
other  materials  the  Commission  finds  that  the  annual  gross  revenues 
should  lie  increased  approximately  seventeen  thousand  dollars  in 
order  to  allow  for  an  eight  per  cent  return  on  fair  \alue  of  the  jjroperty. 

630    Cost  of  Supplies. 

The  Commission  says: 

"The  Commission  has  heretofore  found  that  on  account  of  recent 
increases  in  oiieruting  expenses,  principally  due  to  advances  in  the 
cost  of  fuel  and  labor,  the  foregoing  schedule  of  rates  for  electric 
service  will  not  i)rovide  adequate  revenues  in  the  future,  and  that 
some  rate  adjustments  must  therefore  be  made. 
"The  consumers  of  the  company  may  be  divided  into  two  general 
classes.  The  first  of  these  classes  consists  of  a  large  number  of 
small  consumei-s  whose  consumption  comprises  only  a  small  jiortion 
of  the  annual  kilowatt  hour  sales.  The  second  of  these  classes 
consists  of  a  small  nunil)er  of  large  consumers  whose  consumption 
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comprises  a  large  portion  of  the  kilowatt  hour  sales.  The  rate  paid 
by  the  small  consumer  is  based  very  largely  upon  fixed  charges  or 
upon  expenses  which  are  not  of  a  variable  nature.  Only  a  very 
.small  portion  of  the  rate  paid  by  such  consumer  is  based  upon 
operating  ex]ienses,  so  that  as  a  whole  the  cost  of  servmg  him  has 
not  materially  increased.  The  rate  paid  by  the  large  consumer  is 
based  to  some  extent  upon  the  fixed  charges  upon  the  investment 
in  the  property  assignable  to  him,  but  to  a  much  greater  extent 
upon  operatmg  expenses.  The  increase  in  the  cost  of  coal  and 
labor  affects  materially  the  cost  of  serving  such  a  consumer,  and 
the  Commission  is  of  the  opinion  that  the  rate  schedules  hereinafter 
jjrovided  should  be  such  that  a  large  portion  of  the  company's 
increase  in  operating  expenses  will  be  borne  liy  its  large  consumers. 
The  mcrease  hereinafter  provided  will  apply  to  consumers  who  use 
in  excess  of  85  per  cent  of  the  total  output  of  the  company." 

540    Minimum  Charge. 

The  rates  in  effect  pro\'ided  for  a  minimum  charge  of  $1.00  per  month 
for  all  residence  consumers  and  $1.50  per  month  for  commercial  con- 
sumers havmg  a  connected  load  of  one  kilowatt  or  less. 

"The  Commission  can  see  no  reason  why  the  minimum  guarantee 
of  a  commercial  consumer  should  exceed  that  of  a  residence  con- 
sumer having  the  same  connected  load,  and  will,  therefore,  provide 
that  the  minimum  guarantees  of  both  residence  and  commercial 
consumers  shall  be  basetl  upon  the  connected  load  of  such  consumers. 
Thi.s  will  eliminate  a  discrimmation  which  has  heretofore  existed 
in  favor  of  the  large  residence  consumers." 

614    Heating  and  Cooking. 

The  Commission  also  finds  that  a  rate  for  heating  and  cooking  service 
should  be  established  at  this  time. 

720    Rate  Schedules. 

The  rates  put  ui  effect  by  the  Commission  in  fornaer  orders  were  given 

in  8  Rate  Research  225  and  373. 

The  new  rates  prescribed  by  the  Commission  effective  as  of  August  1, 
1917,  are  as  follows: 

RESIDENCE  LIGHTING  SERVICE. 

Available  to  all  consumers  using  the  company's  standard  lighting  service. 

Rate. 

85  cents  net,  or  9j  cents  gross,  per  kilowatt-hour  for  all  current  consumed 
during  the  month. 

Prompt  Payment  Discount. 

]5ill.s  will  lie  rendered  at  the  gross  rate,  and  discounted  to  the  net  rate  if  paid 
witliin  the  10-day  discount  period,  as  indicated  on  the  bill. 

Minimum  Charge. 

The  consumer  must  guarantee  a  minimum  monthly  bill  of  10  cents  net  per  100 
watts  connected,  and  in  any  event  a  minimum  monthly  bill  of  not  less  than 
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$1.00  net.  In  detcrniiniiifi  the  connected  load  for  the  purpose  of  calciilatinK 
the  minimum  monthly  charge,  heating  devices,  fans,  small  utility  motors  and 
domestic  appliances  shall  not  be  considered  as  forming  a  part  of  the  consumer's 
connected  load. 

COMMERCIAL  LIGHTING  SERVICE. 

Available  to  all  Commercial  Lighting  Consumers. 

Rate. 

Si  cents  net,  or  OJ  cents  gross,  per  kilowatt-hour  for  the  first  60  hours'  average 

use  per  month  of  the  maximum  demand. 

5  cents  net  per  kilowatt-hour  for  the  ne.\t  GO  hours'  average  use  per  month  of 

the  maximum  demand. 

3  cents  net  per  kilowatt-hour  for  all  current  consumed  in  excess  of  120  hours' 

average  monthly  use  ol  the  maximum  demand. 

Determination  of  Maximum  Demand. 

The  maximum  demand  shall  be  taken  as  90  per  cent  of  the  total  installation 
of  the  consumer,  provided  t  hat  no  maximum  demand  shall  be  considered  as  less 
than  500  watts.  Heating  devices,  fans  and  small  utility  motors  not  exceeding 
J  horsepower  in  size,  shall  not  be  included  in  determining  maximum  demand; 
provided,  that  in  the  ease  of  laundries,  tailor  shops  and  similar  establishments 
making  a  large  use  of  these  utility  devices,  the  same  shall  be  included  in  deter- 
mining the  maximum  demand. 

Prompt  Payment  Discount. 

Bills  will  be  rendered  at  the  gross  rate  for  the  first  60  hours'  use  of  maximum 
demand,  and  discovmted  to  the  net  rate  if  paid  within  the  10-day  discount 
period,  as  indicated  on  the  bill. 

Minimum  Charge. 

The  consumer  must  guarantee  a  minimum  monthly  bill  of  10  cents  net  per  100 
watts  connected,  and  in  any  event  a  minimum  monthly  bill  of  not  less  than 
$1.00.  In  determining  the  connected  load  for  the  purpose  of  calculating  mini- 
mum monthly  bills,  heating  devices,  fans  and  small  utility  motors  not  exceed- 
ing i  horsepower  in  size,  shall  not  be  considered  as  forming  a  part  of  the  con- 
sumers' connected  load,  except  that  in  the  case  of  laundries,  tailor  shops  and 
similar  establishments  making  a  large  use  of  these  utility  devices,  the  same 
shall  be  considered  as  a  part  of  the  consumers'  comiected  load. 

GENERAL  POWER  SERVICE— ALTERNATING  CURRENT. 

Available  to  all  Alternating  Current  Power  Consumers. 

Rate. 

6.66  cents  per  kilowatt-hour  for  the  first  30  kilowatt-hours  consumed  per  month 

per  horsepower  of  demand. 

3  cents  per  kilowatt-hour  for  the  next  60  kilowatt-hours  consumed  per  month 

per  horscjjower  of  demanil. 

1  cent  per  kilowatt-liour  for  all  current  consumed  in  excess  of  the  above  amount. 

Determination  of  Maximum  Demand. 

The  horsepower  demand  will  be  considered  as  the  manufacturer's  rating  of 
the  motors  as  indicated  in  horsepower  on  the  name  plate  of  each  motor.  For 
installations  consisting  of  more  than  two  motors,  the  horse|)ower  demand 
shall  l)e  considered  as  7.')  i)er  cent  of  the  horsepower  installed;  provided  that 
no  demand  shall  be  considered  as  being  less  than  2  horsepower. 

Prompt  Payment  Discount. 

A  discount  of  10  per  cent  or  66-100  of  1  cent  per  kilowatt-hour  on  the  consinnj)- 
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tion  billed  at  the  6.66  cent  rate  will  be  allowed  on  monthly  bills  if  paid  within 
the  10-day  discount  period,  as  indicated  on  same. 

Minimum  Charge. 

The  consumer  shall  guarantee  a  minimum  monthly  charge  of  75  cents  net,  or 
$1.00  gross,  per  horsepower  or  fraction  thereof,  connected.  In  no  event  shall 
an  installation  be  considered  as  less  than  2  horsepower.  The  minimum  l)ill 
shall  be  rendered  in  gross,  and  discoimted  to  the  net  amount  if  paid  within 
the  discoimt  period.  For  installations  consisting  of  more  than  2  motors,  the 
minimum  bill  shall  be  based  on  75  per  cent  of  the  connected  horsepower. 


LARGE  LIGHT  AND  POWER  SERVICE. 

Available  to  all  consumers  using  the  company's  .-tandard  service  for  lighting  and 
power. 

Rate. 

Demand  Charge. 

.$4.00  net  or  84.50  gross  per  kilowatt  for  the  first  10  kilowatts  of  maximum 

demand  each  month. 

$3.00  net  per  kilowatt  for  the  next  15  kilowatts  of  maximum  demand  each 

month. 

$2.00  net  per  kilowatt  for  the  next  25  kilowatts  of  maximum  demand  each 

month. 

$1.00  net  per  kilowatt  of  maximimi  demand  in  excess  of  the  fir.st  50  kilowatts 

of  maximum  demand  each  month,  plus  an 

Energy  Charge  of 

1  cent  per  kilowatt-hour  for  all  energy  used. 

(If  Direct  Current  Service  is  furnished  the  Energy  Charge  will  be  1.2  cents 
net  per  kilowatt-hour.) 

Determination  of  Maximum  Demand. 

The  demand  to  be  considered  and  paid  for  hereunder  shall  be  the  highest  15 
minute  peak  previously  recorded  by  demand  meter,  or  as  indicated  by  a  suitable 
indicating  instrument;  but,  in  no  event,  less  than  the  guaranteed  demand  of 
10  kilowatts.  The  company  may,  at  its  option,  in  lieu  of  a  demand  meter  or 
a  tested  demand,  base  the  demand  hereunder  on  75  per  cent  of  the  total  instal- 
lation in  motors  and  lighting  equipment.  In  the  case  of  extraordinary  or 
abnormal  demands,  the  company  may,  at  its  option,  not  consider  such  abnormal 
demands. 

Power  Factor. 

The  consumer  shall  at  all  times  take  and  use  power  in  such  a  manner  that  the 
power  factor  shall  be  as  near  100  per  cent  as  possible,  but  when  the  actual 
power  factor  is  80  per  cent  or  less  the  dem.and  to  be  charged  and  paid  for  shall 
be  obtained  by  multiplying  the  demand  at  the  time  of  measurement  by  80, 
and  dividing  this  jiroduct  by  the  actual  power  factor. 

Prompt  Payment  Discount. 

Bills  will  be  rendered  at  the  gross  rate  for  the  first  10  kilowatts  of  n^aximum 
demand,  and  discoimted  to  the  net  rate  if  paid  within  the  10-day  discount 
period,  as  indicated  on  the  bill. 

Minimum  Charge. 

The  monthly  guarantee  shall  be  equivalent  to  a  minimum  monthly  demand  of 
not  less  than  40  per  cent  of  the  total  connected  load,  and  in  no  event  less  than  the 
guaranteed  10  kilowatts  of  the  demand  charge  as  above. 
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ELECTRIC  HEATING  AND  COOKING. 

Rate. 

4  cents  per  kilowatt-hour  for  all  energy  used. 

Prompt  Payment  Discount. 

'.  cent  jier  kilowatt-hour. 

Minimum  Charge. 

Minimum  monthly  bill  under  this  schedule  shall  be  S2.50  net  per  month  per 
consumer. 

OTHER  SCHEDULES. 

Other  schedules  arc  given  for  the  following:  "Municipal  Street  Lighting;" 
"Ornamental  Street  Lighting;"  "Direct  Current  Power  Service;"  "OIT-Peak 
Power  Service;"  "Sign  and  Di-splay  Li.hting;"  "Mill  Power;"  "Reduction  Mills;" 
and  "Large  Hotels— Light  and  Power." 


OREGON 

300— Investment  and  Return. 

City  of  Grants  Pass  et  al.  v.  C.\lifornia-Oregon  Power  Company, 
Complaint  as  to  Rates  For  Electric  and  Water  Service.  Decision  of  the 
Oregon  Public  Service  Commission,  Fixing  Rates.  July  16,  1917. 
Cases  brought  before  the  Commission  questioning  the  reasonableness 
of  the  rates  for  electric  and  water  service  in  different  portions  of  the 
territory  served  liy  the  California-Oregon  Power  Company  were  merged 
by  the  Commission  into  an  investigation  of  the  rates  throughout  the 
company's  territory  in  the  state  of  Oregon. 

The  decision  of  the  Commission  gives  the  corporate  and  financial 
history  of  the  consolidated  properties  now  owned  and  operated  by  the 
company,  discusses  the  fair  value  of  the  properties  and  reasonable 
operating  expenses  as  a  basis  for  rate  making  and  prescribes  rates 
for  electric  and  water  service  to  be  applied  uniformly  throughout  the 
district. 

310    Valuation. 

The  Commission  discusses  the  value  of  the  property  to  be  determined  in 

this  case  as  follows: 

"Owing  to  the  various  concejits  to  which  the  term  'value'  has  been 
applied,  and  the  consequent  confusion  as  to  its  precise  meaning, 
the  mere  use  of  the  word  without  definition  is  apt  to  bo  misleading. 
The  term  has  been  much  discussed  in  its  several  phases,  and  it  is 
clear  that  the  elements  to  hv  considered  differ  with  the  purpose  for 
which  the  value  is  sought  to  be  fixed. 

"The  value  fixed  by  the  Commission,  therefore,  is  not  to  be  taken  as 
exchange  value,  neither  is  it  a  value  which  should  be  used  in  con- 
nection with  taxation  questions,  nor  the  issuance  of  stocks  and  bonds; 
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it  is  an  expression  in  dollars  of  the  aggregate  of  many  factors,  and 
represents  what  the  Commission  conceives  to  be  the  amount  upon 
which  the  utility  is  entitled  to  base  a  claim  for  a  return,  ami,  on  the 
other  hand,  the  amount  ui)on  which,  provided  it  reciuires  the 
imposition  of  no  rates  which  are  in  excess  of  the  reasonable  value 
of  the  service  or  are  unjustly  discriminatory,  the  rate  payer  should 
pay  a  return." 

311 — Basis  of  Valuation. 

The  Conunission  states  that  neither  the  stocks  nor  the  bonds  of  the 
company  are  currently  cjuoted  upon  the  market,  nor  does  the  record 
contain  any  testimony  relative  to  their  value,  and  it  is  impossible  to 
make  a  finding  in  regard  thereto. 

311.1— Original  Cost. 

With  regard  to  the  possiblities  of  determining  the  original  cost  of  the 
property  in  this  case,  the  Commission  says: 

"It  has  been  the  practice  of  the  Commission  in  dealing  with  original 
cost  to  ascertain  if  possible  (1)  the  cost  of  the  property  as  of  the 
time  it  was  put  in  service,  and  (2)  the  cost  to  the  present  investors. 

"As  has  before  been  stated,  this  projjerty  is  the  result  of  various 
consolidations  Complete  records  of  the  predecessor  companies  are 
not  available  for  examination,  and  it  is  impossible,  without  the  use 
of  estimates,  to  determine  the  cost  of  the  property  as  of  the  time 
it  was  put  in  service.  Estimated  original  costs  covering  properties 
that  have  been  in  existence  as  long  as  portions  of  the  one  here  under 
consideration  are,  of  necessity,  highly  speculative,  and  in  the  absence 
of  reasonably  authentic  records  upon  which  to  base  its  findings,  the 
Commission  deems  an  attempt  to  ascertain  such  original  cost  so 
fraught  with  uncertainties  as  to  be  unjustified. 

"It  is  also  evident  from  a  study  of  the  history  of  this  utility  that  the 
ascertainment  of  the  original  cost  to  the  present  investors  is  impractic- 
able." 

311.2 — Reproduction  Cost  New. 

The  Company  submitted  an  inventory  and  appraisal  of  its  property 
on  the  reproduction  cost  new  basis,  which  data  were  checked  by  the 
Commission's  engineers. 

The  Commission  says: 

"By  the  term  'reproduction  cost  new'  as  used  in  this  finding  is  meant 
the  amount  of  cash,  or  its  equivalent,  reasonably  required  to  obtain 
the  necessary  real  estate  and  reproduce  in  kind  the  other  physical 
property  of  the  utility  in  the  condition  in  which  it  was  when  first 
put  into  public  service.  Included  in  these  costs  are  certain  estimated 
sums  for  overhead  expenditures,  such  as  engineering,  and  legal 
expenses,  interest  during  construction,  and  the  like,  which  do  not 
inhere  in  the  prices  assigned  to  the  various  units.  Development 
cost,  water  rights  and  working  capital  have  not  been  included  in 
the  reproduction  cost  figures,  but  will  be  handled  separately. 
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"The  'reproduction  cost  new  less  depreciation'  is  the  resuU  obtaiiuMl 
by  deducting  from  the  reproduction  cost  new  the  amount  wliich 
represents  the  reduction  in  value,  due  to  the  lessened  life  and  impaired 
usefuhiess  of  the  various  items  occasioned  by  past  use,  present  age, 
obsolescence  or  inadequacy.  In  the  determination  of  this  accrueil 
depreciation  due  consideration  has  been  given  to  the  actual  physical 
condition  of  the  unit,  its  present  service  condition,  its  probable 
expectancy  of  future  life,  its  adequacy  for  furnishing  service 
economically,  and  its  salvage  value." 

313— Unit  Prices. 

"The  reproduction  cost  new  figures  submitted  by  the  utility  are 
stated  by  its  experts  to  be  estimates  based  on  luiit  prices  taken 
from  original  invoices  wherever  possible,  and  upon  assumed  prices 
where  such  invoices  were  not  available.  It  is  explained  that  no 
attempt  was  made  to  locate  the  original  invoice  for  each  particular 
unit,  except  for  such  large  items  as  generators  and  water  wheels, 
but  that  from  the  available  records  the  latest  m voice  was  chosen, 
and  the  price  shown  therein,  after  the  addition  of  necessary  allow- 
ances for  freight,  cartage,  labor,  etc.,  was  applied  to  each  similar 
unit  covered  by  the  inventory. 

"The  corresponding  figures  submitted  by  the  engineers  for  the 
Conunission  were  based  on  unit  costs  derived  from  a  study  of  price 
fluctuation,  and  normal  trend  of  market  over  a  period  of  years 
extensi^■e  enough  to  eliminate  the  unbalancing  effect  of  momentary 
or  abnormal  conditions.  In  making  this  study,  the  engineers  analyzed 
numerous  original  invoices  showing  prices  jiaid  by  the  utility  in  recent 
years,  and  supplemented  this  information  with  a  similar  study  of 
quotations  to  and  prices  paid  by  other  utilities  in  the  state  of  Oregon 
over  a  like  period.  Access  was  also  had  to  the  Commission's  files 
of  cost  data,  current  price  lists,  and  discount  sheets.     ..."  / 

319.1— Water  Power  Rights. 

"On  the  question  of  the  value  of  water  rights  at  its  Oregon  plants, 
the  company  has  presented  elaborate  computations  showing  the 
estimated  saving  in  cost  of  service  which  might  be  accomplished 
by  the  present  hydro-electric  operation  as  comjiared  with  the 
o|i(>ration  of  theoretical  steam  plants  designed  to  iiroduce  an  cciui- 
valent  amount  of  power.  These  estimated  savings  have  been 
capitalized  to  give  theoretical  values  for  the  different  rights  aggre- 
gating $2,115,205. 

"This  theory,  with  slight  changes  in  detail  occasioned  by  local  con- 
(Uf  ions,  has  "often  l)een  advanced  in  this  l)ehalf.  As  an  exact  measui-e 
of  the  value  of  such  property  it  is  not  entitled  to  consideration,  and 
at  liest,  assuming  that  the  fundamental  principles  are  correct, 
the  theory  as  developed  can  inilicate  only  the  maximum  value  that 
might  be  claimed  for  the  right  in  question. 

"The  very  foundation  of  the  theory  disappears  witliout  a  showing 
that    steam    generation    is    the    next    cheapest    availalile    source 
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of  power.  Testimony  was  introduced  at  the  hearing  in  regard  to 
the  availabihty  of  other  water  power  with  which  to  replace  the 
service  now  furnished,  and  the  Connnission  is  not  convinced  that 
other  sites  do  not  exist  at  which  the  present  service  might  be  re- 
produced more  cheaply  than  by  steam  generation. 

"Nor  does  the  record  show  that  the  theoretical  steam  plants  have 
been  located  at  points  most  advantageous  for  their  economical  and 
efficient  construction  and  operation,  and  the  construction  and 
and  operation  of  transmission  and  distribution  lines  throughout 
the  territory  served. 

"No  attempt  has  been  made  to  show  that  service  by  the  several 
steam  plants  proposed  in  the  development  of  this  theory  is  more 
desirable  or  less  expensive  than  service  might  be  from  a  lesser 
number  of  developments,  although  it  is  axiomatic  that  greater 
economy  is  obtainable  in  the  construction  and  operation  of  fewer 
and  larger  units. 

"Furthermore,  the  values  derived  from  such  computations  differ  so 
widely  upon  small  changes  in  the  variable  elements  introduced, 
such  as  the  the  assumed  cost  of  capital,  cost  of  fuel,  and  freight 
rates,  that  their  consideration  is  justified  only  for  the  general  infor- 
mation which  they  may  contain.     .     .     . 

"Furthermore,  this  Commission  cannot  concede  that  any  theory  in 
connection  with  the  valuation  of  water  rights  for  either  power  or 
domestic  purposes,  is  sound  in  principle  which  jiermits  an  individual 
or  group  of  individuals  to  capitalize  without  limit  a  natural  resource, 
and  thus  virtually  deprive  a  community  of  all  advantages  arising 
from  its  proximity  thereto. 

"In  its  capacity  as  a  regulatory  body,  this  Commission  has  had 
numerous  eomputations  submitted  and  theories  advanced  as  to  the 
value  of  water  rights,  many  of  them  without  ecjuitable  or  practicable 
foundation.  Under  our  present  enlightenment  it  is  apparent  that 
the  determination  of  water  right  values,  at  least  for  the  purposes  in 
which  this  Commission  is  interested,  must  rest  upon  the  exercise 
of  reasonable  judgment  and  discretion  in  the  consideration  of  all 
elements  relevant  thereto.  If  there  have  lieen  sales  of  fairly  compar- 
able water  rights  sufficient  in  number  and  under  such  circumstances 
as  to  establish  fair  market  values  therefor,  we  are  impressed  \vith 
the  idea  that  this  feature  should  receive  serious  and  earnest  attention. 
Artificial  rules  and  formulae  may  produce  figures  which  are  of  assist- 
ance in  arriving  at  a  fair  and  reasonable  value,  but  segregated  to 
themselves,  and  standing  alone,  are  of  but  little  consequence." 

315.1 — Going  Value. 

The  company  svibmitted  calculations  of  the  cost  of  developing  the 
business  based  upon  an  accumulation  of  the  amount  by  which  the 
actual  earnings  of  the  business  have  failed  to  equal  what  would  have 
been  necessary  to  give  the  stockholders  a  fair  return  on  their  investment 
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after  ]5roper  deduction  for  operating  expenses.     The  Commission  says: 

"Tlie  purpose  of  the  computation  under  the  theory  outlined  is  to 
determine  the  sacrifice  to  the  investor.  It  is  contended  in  this 
claim  that  9%  is  a  reasonable  return  which  the  utility  should  be 
entitled  to  expect  from  the  operation  of  this  property,  and  that  the 
investor  has  sacrificotl  the  amounts  represented  by  the  difference 
between  the  actual  earnings  over  the  jiciiod  co\ered  and  the  amount 
necessary  to  return  this  9%  over  and  abo\'e  operating  expenses. 
In  making  this  computation  the  utility's  experts  have  taken,  as 
the  purchase  price  paid  by  the  present  stockholders,  what  they 
estimate  represents  the  bonded  indebtedness  standing  against  the 
Oregon  property  at  the  time  of  its  acquisition. 
"These  bonds  were  sold  at  a  discount,  and,  with  that  taken  into 
consideration  yield  less  than  7%  to  their  holders.  We  fail  to  see 
why  the  additional  return  claimed,  amounting  to  more  than  2%  can 
be  said  to  represent  a  sacrifice  of  the  investor. 

"However,  aside  from  this  feature,  the  calcidation  is  subject  to 
criticism.  It  is  based  primarily  upon  accrued  deficits,  which,  after 
a  considerable  period  of  operation,  the  business  has  failed  to  over- 
come, and  in  view  of  the  position  formerly  taken  by  this  Commission 
can  be  considered  only  as  an  indication  of  certain  facts  bearing  upon 
this  element  of  cost." 

The  Commission  quotes  from  its  discussion  in  the  Portland  Railway, 
Light  and  Power  Company  Case  (11  Rate  Rese.\rch  83,  85). 

366— Depreciation  Funds. 

"The  Commission  is  required  by  law  in  fixing  the  rates,  tolls  and 
charges  to  be  paid  by  the  public,  to  provide  for  a  depreciation  fund 
to  be  maintained  by  the  utility  for  the  purpose  of  keeping  the  property 
in  a  state  of  efficiency  corresponding  to  the  progress  of  the  industry. 
This  fund  must  be  preserxed  and  administered  in  conformity  with 
rules  to  be  prescribed  by  the  Commission. 

"This  annuity  contemplates  the  depreciable  portion  of  this  utility's 
plant  as  it  existed  on  the  date  as  of  which  the  Commission's  finding 
of  value  was  made,  and  it  follows  of  course,  that  if  additions  and 
bett(>rments  are  thereafter  made  to  depreciable  property,  an 
additional  amount  should  be  set  aside  for  such  adilitions,  improve- 
ments or  betterments. 

"The  utihty  will  be  allowed  to  exercise  a  primary  discretion  in  the 
manner  in  which  it  will  expend  or  invest  such  fund,  but  will  be 
required  to  submit  to  the  Commission  for  approval  any  rules  it  may 
desire  to  adopt  for  such  purposes,  and  will  be  reeivured  to  conform 
to  the  Commission's  Uniform  Classification  of  Accounts  in  recording 
transactions  concerning  any  jiortion  of  such  fund." 

(The  Commission's  discus.sion  on  rate  of  return  and  rate  theory  and  the  rates 
prescribed  will  be  given  in  next  week's  issue  of  Rate  Re.se.\uch.) 
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NEW  YORK 

225.1— Filing  of  Schedules. 

Order  of  the  New  York  Public  Service  Commission  (1  D)  Governing 
the  Construction  and  Fihng  of  Schedules  of  Rates  and  Forms  of  Con- 
tracts of  Electrical  Corporations.  Effective  August  31,  1917. 
The  First  District  Commission  has  adopted  and  issued  regulations 
governmg  the  construction  and  filmg  of  schedules  of  rates  and  forms 
of  contracts  of  electric  companies. 

These  new  regulations  become  effective  August  31,  1917,  and  super- 
sede the  order  of  March  7,  1917  (11  Rate  Research,  5).  After  a 
conference  with  represe'ntatives  of  the  companies  the  Commission 
decided  to  abrogate  that  order  and  tentative  regulations  providing  for 
certain  changes  in  practice  were  prepared  and  submitted  to  the  com- 
panies for  criticism.  The  regulations  as  adopted  follow  very  closely 
the  recommendations  of  the  Rate  Research  Committee  with  regard  to 
the  form  and  construction  of  el,ectric  rate  schedules. 

The  present  order  prescribes  a  loose  leaf  form  of  schedule  instead  of 
the  firmly  Iwund  pamphlet  and  prescribes  that  the  schedules  be  iden- 
tified by  the  abbreviated  name  of  the  filing  company  and  the  serial 
number  instead   of  by  the  initial  of  the  Commission  as  formerly. 

Commissioner  Whitney,  in  the  opinion,  says: 

"It  has  been  the  general  practice  throughout  the  country  to  identify 
tariffs  by  the  initial  of  the  Commission  with  which  it  is  filed  and  a 
serial  number.  Thus,  the  first  schedule  of  the  New  York  Edison 
Company  is  identified  as  P.  S.  C.  1  N.  Y.  No.  1.  This  style  was 
copied  from  the  Interstate  Commerce  Commission  and  the  adherence 
to  it  has  been  due  solely  to  reverence  of  precedent.  Such  a  method 
of  identification  leads  to  confusion,  since  all  companies  of  the  different 
classes  have  the  same  marking  for  their  schedules  of  corresponding 
consecutive  numbers.  As  the  same  identifying  mai'k  is  used  by  all 
the  companies  subject  to  the  jurisdiction  of  the  Commission,  it  is 
apparent  that  the  mark  is  not  a  distinguishing  insignia.  I  recom- 
mend that  this  method  of  marking  be  discarded,  and  that  instead 
the  tariff  schedules  be  identified  l)y  an  abbreviation  of  the  name  of 
the  filing  company  and  the  serial  number. 

"The  progress  made  since  1908  in  the  formulation  of  rate  schedules 
has  rendered  obsolete,  at  least  in  part,  the  form  originally  prescribed 
by  the  Commission,  which  was  based  upon  the  precedent  set  by  the 
Interstate  C'ommerce  Connnission  in  the  matter  of  railroad  schedules. 
But  commissions  and  companies  have  been  gradually  adopting  a 
different  form  of  schedule,  which  is  considered  better  suited  to  the 
purpose  in  view. 

1  "A  rate  schedule  defeats  its  own  purpose  if  it  is  so  complicated  or 
obscure  that  consumers  are  unable  intelligently  to  select  that  rate 
which   is   applicable   or  most   advantageous   to   them.     Instead   of 
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being  aided  in  their  selection,  the  consumers  are  hkely  to  lie  misled 
by  such  a  schedule.  A  schedule  should  be  so  formulated  that  an 
applicant  for  service  of  average  intelligence  can  understand  and 
correctly  apply  the  rates  to  his  particular  case.  Moreo\er,  rate 
schedules  should  serve  for  comparison  of  rates  and  contracts  of 
difl'erent  companies,  enabling  the  detection  of  unjustifial)le  diver- 
gencies." 


OFFICIAL  PUBLICATIONS  OF  STATE 
COMMISSIONS 

(Continued} 

MASSACHUSETTS  PUBLIC  SERVICE  COMMISSION 

The  following  reports  of  the  Commission  have  been  received  in  addi- 
tion to  those  noted  in  the  last  issue  of  Rate  Research,  p.  334. 

Annual  Reports. 

Second  Annual  Report,  for  the  year  1914.     Volume  II.     (Company 

statistics). 

Third  Annual  Report,  for  the  year  1915.  (Vohmie  I.  Decisions, 
general  statistics,  report  on  street  railway  power,  report  on  jitney 
bus.    Volume  II.   Company  statistics). 

Fourth  Annual  Report  for  the  year  1916.  (Volume  I.  Decisions, 
court  decisions,  general  statistics.    Volume  II.    Company  statistics). 

MISSISSIPPI  RAILROAD  COMMISSION 

Annual  Reports. 

Thirteenth  Biennial  Report  for  the  two  years  ended  June  30,  1911. 

MISSOURI  PUBLIC  SERVICE  COMMISSION 

1913 
Reports  of  Decisions. 

Volume  1,  April  15,  1913,  to  September  24,  1914. 

Volume  2,  September  25,  1914,  to  December  31,  1915. 

^'olume  3,  January  1,  191G,  to  March  24,  191G. 

Volume  4,  March  25,  1916,  to  March  9,  1917. 

Per   volume,   $2.50,   including   advance   sheets   as   issued;   ad\:iuce 

sheets  35  cents  each. 

Volume  of  miscellaneous  orders  for  the  period  April   15,   1913,  to 

DecemlH'r  31,  1914. 
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Annual  Reports. 

First  Annual  Report,  April  15,  1913,  to  December  31,  1913. 
Second  Annual  Report,  year  ended  December  31,  1914. 
Third  Annual  Report,  year  ended  December  31,  1915. 
Fourth  Annual  Report,  January  1,  1916,  to  November  30,  1916. 

MONTANA  PUBLIC  SERVICE  COMMISSION 

1913 
Annual  Reports. 

First  Annual  Report,  year  ended  November  30,  1913.  (Combined 
with  Sixth  Annual  Report  of  the  Railroad  Commission.  Decisions, 
commission  law,  rules  of  practice  and  procedure.) 

NEBRASKA  STATE  RAILWAY  COMMISSION 

1909 
Annual  Reports. 

Thirel  Annual  Report  for  the  year  ended  November  30,  1910,  to  and 
including  the  Ninth  Annual  Report  for  the  year  ended  November  30, 
1916.  (Commission  given  jurisdiction  over  stocks  and  bonds  of 
electric  companies  in  1909.) 

NEVADA  PUBLIC  SERVICE  COMMISSION 

1911 
Annual  Reports. 

First  Annual  Report,  March  23,  1911,  to  December  31,  1911.  (Com- 
bined with  the  Fourth  Annual  Report  of  the  Railroad  Commission. 
Decisions,  schedules  of  electric  anil  gas  companies,  commission  law, 
rules  and  regulations  for  gas  and  electric  service,  safety  regulations 
for  electric  utilities,  company  statistics.) 

Second  Annual  Report,  year  ended  December  31,  1912.  (Decisions, 
commission  law,  rules  and  regulations  for  gas  and  electric  service, 
safety  regulations  for  electric  utilities,  company  statistics.) 
Third  Annual  Report,  year  ended  December  31,  1913.  (Decisions, 
schedules  of  electric  and  gas  companies,  commission  law,  rules  and 
regulations  for  gas  and  electric  service,  safety  regulations  for  electric 
utilities,  company  statistics.) 

Fourth  Annual  Report  for  the  year  ended  December  31,  1914. 
(Decisions,  connnission  law,  rules  and  regulations  for  gas  and  elec- 
tric service,  safety  regulations  for  electric  utilities,  company  statistics.) 
Biennial  Report  for  the  two-year  period  ended  December  31,  1916. 
(Decisions,  company  statistics.) 

NEW  HAMPSHIRE  PUBLIC  SERVICE  COMMISSION 

1911 
Annual  Reports. 

Volume  I,  report  for  May  15, 1911,  to  December  1,  1911.  (Decisions, 
commission  law,  rules  of  practice  and  procedure.) 
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•     ^'olume  II,  report  for  the  period  ended  August  31,1912.     (Decisions, 
rates  of  electric  and  gas  companies,  company  statistics.) 
^'ohune  III,  report  for  September  1,  1912,  to  August  31,  1913.     (De- 
cisions.) 

Volume  of  comjxuiy  statistics  for  the  period  ended  June  30,  1913, 
separately  bound. 

Volume  IV,  for  the  period  ended  August  31,  1914.     (Decisions.) 
Volume  of  company  statistics  for  the  year  ended  June  30,   1914, 
separately  bound. 

Volume  V,  for  the  period  ended  August  31,  1915.     (Decisions.) 
Volume  of  company  statistics  for  the  year  ended  Jmie  30,   1915, 
separately  bound. 

NEW  JERSEY  BOARD  OF  PUBLIC  UTILITY  COMMISSIONERS 

1910 
Reports  of  Decisions. 

Volume  I,  May  1,  1911,  to  June  2,  1913. 
Volume  II,  June,  1913,  to  May  12,  1914. 
Volume  III,  Mav,  1914,  to  July  12,  1915. 
'      Volume  IV,  July,  1915,  to  December  29,  1916. 

Annual  Reports. 

First  Annual  Report,  for  the  year  1910.  (Decisions,  rates  for  gas 
and  electricity  tabulated,  rules  of  procedure.) 

Second  Annual  Report  for  the  year  1911.  (Decisions,  commission 
law,  standards  for  gas  service.)  Separately  bound  statistics,  con- 
taining reports  for  public  utilities  for  the  year  ended  December  31, 
1911. 

Third  Annual  Report  for  the  year  1912.  (Decisions.)  Separately 
bound  statistics,  containing  reports  of  public  utihties  for  the  year 
ended  December  31,  1912,  and  tabulated  rates  for  gas  and  electricity. 
Fourth  Annual  Report  for  the  year  1913.  (Decisions,  rules  and 
regulations  for  electric  utihties.)  Separately  bound  statistics  for 
the  year  1913. 

Fifth  Annual  Report  for  the  year  1914.     (Decisions.)     Separately 
bound  statistics  for  the  year  1914,  containing  gas  and  electric  rates 
for  commercial  service  tabulated. 
Sixth  Annual  Report  for  the  year  1915.     (Decisions.) 
Seventh  Annual  Report  for  the  year  1916.     (Decisions.) 

NEW  MEXICO  CORPORATION  COMMISSION 

Annual  Report. 

Second  Annual  Kcpoit  lor  tlic  year  ended  December  31,  1913. 

(To  bo  con(i.iurcl) 
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COMMISSION  DECISIONS 
OREGON 


300 — Investment  and  Return. 

City  of  Grants  Pass  et  al.  v.  California-Oregon  Power  Company, 
Complaint  as  to  Rates  For  Electric  and  Water  Service.  Decision  of  the 
Oregon  Public  Service  Commission,  Fixing  Rates.  July  IG,  1917. 
(Continued  from  11  Rate  Research  344-348.) 

513.9— Step  Meter  Rate. 

Taking  up  the  investigation  of  the  company's  present  rates,  the  Com- 
mission says: 

"The  present  rate  schedules  of  the  utility  represent  the  accumulation 
of  various  practices  of  the  companies  which,  from  tune  to  time,  have 
been  consolidated,  and  finally  merged  into  the  present  organization. 
No  particular  standard  has  been  adopted,  and  as  a  result,  the  com- 
pany now  maintains  individual  rate  schedules  for  its  different 
operating  divisions,  and  in  some  cases  distinct  rates  for  various 
localities  or  communities  within  the  same  division.   .  .   . 

"Examination  of  the  tariffs  now  on  file  with  the  Commission  dis- 
closes the  fact  that  in  the  Rogue  River  division  a  considerable 
portion  of  the  meter  rates  involve  what  is  commonly  known  as  the 
'step'  principle,  in  which  a  customer  is  charged  a  single  unit  price  for 
all  consumption  per  month,  the  price  depending  upon  the  limits 
within  which  the  consumption  falls.  The  application  of  this  i)rin- 
ciple  makes  it  possible  for  two  customers  with  equal  installations, 
but  varying  consinnptions  of  energy,  to  obtain  identical  monthly 
bills,  (in  other  words,  the  form  of  rates  involves  so-called  'steps' 
at  which  it  is  possible  for  consumers  to  increase  their  use  of  energy 
with    no    additional    charges.)     This    design    has    long    since    been 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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practically  discarded  on  account  of  unavoidable  and  unjustifiable 
discrimination  arising  from  its  application,  and  is  not  recognized  by 

this  Commission  as  a  theoretically  or  practically  sound  rate  form. 

jj 

400— Rate  Theory. 

"The  ideal  condition  which  should  exist  between  the  utility  and  con- 
sumer can  be  attained  only  with  the  furnishing  of  adequate  service 
by  the  former  at  reasonaljlc  rates,  and,  conversely,  the  payment  of 
a" fair  price  by  the  latter  for  that  which  he  demands  of  the  utility. 
Equity  entitles  the  utility  to  a  fair  return  on  money  invested  honestly, 
if  it  may  be  obtained  without  the  assessment  of  imreasonable  charges 
upon  the  consumer.  The  rate  under  which  the  consumer  receives 
maximum  advantages  should,  if  it  provides  a  proper  return  to  the 
investor,  ultimately  prove  the  most  beneficial  to  all  parties  con- 
cerned; and  in  this  connection  it  is  believed  that  the  Commission 
should  provide  such  rates  as  will  permit  and  encourage  the  maximum 
use  of  the  utility  service  and  at  the  same  time  produce  a  fair  rate  of 
return  on  the  necessary  investment  involved.  The  limiting  con- 
ditions in  this  theory  are  that  the  rates  to  produce  a  fair  return 
must  not  he  above  the  value  of  the  service  rendered  nor  Vk'Iow  the 
actual  additional  cost  thereof,  and  that  there  shall  be  no  unjust  dis- 
crimination between  individuals,  classes  of  consumers,  or  commun- 
ities. 

450— Value  of  the  Service  Theory. 

"An  unfortunate  fact  often  disclosed  by  close  analysis  of  conditions 
surrounding  a  particular  case  is  that  rates  designed  to  provide  a  fair 
rate  of  return  on  an  investment,  honestly  and  fairly  made,  will  be 
too  high  to  promote  a  free  use  of  the  utility  product  and  consequently 
will  have  a  tendency  to  defeat  the  primary  purpose  of  the  charges. 
Such  conditions  arise  naturally  throughout  the  early  development 
period  of  some  undertakings,  and  throughout  the  entire_  lives  of 
others  which  are  built  upon  unsound  foundations,  or  which  have 
suffered  from  commercial  reverses  of  the  territory  in  which  they 
operate. 

"One  basic  element  to  be  considered  in  rate  design  is  that  the  service 
may  be  of  greater  value  to  one  class  of  consumers  than  to  others. 
This  feature  must  be  given  particular  attention  in  the  determination 
of  schedules  to  produce  equitable  and  satisfactory  results.  Except 
in  cases  involving  developments  for  special  purposes,  it  is  not  believed 
a  violent  assumption  that  in  the  natural  constructive  process,  the 
most  attractive  business,  to  which  the  service  is  of  greatest  value 
per  unit,  will  lie  sought  first,  and  particular  stress  laid  vi]ion  its 
development.  In  the  average  case,  this  may  also  be  the  primary 
factor  which  induces  the  undertaking. 

"With  the  high  class  business  attached  to  the  system  at  rates  rea- 
sonable in  com])arisou  with  the  value  of  the  service  given  therefor, 
additional  service  may  be  extended  to  other  use  at  lower  rates — 
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necessarily  less  on  account  of  the  lower  value  of  the  service — which 
may  approach,  but  should  in  no  case  go  below,  the  actual  additional 
cost  of  providing  that  service.  The  acquisition  of  such  business, 
especially  if  it  be  served  by  facilities  already  used  for  other  purposes, 
and  at  a  time  when  such  facilities  are  idle,  may  be  accomplished  at 
rates  considerably  above  the  additional  cost  incurred  and  under 
such  conditions  will  tend  to  decrease  the  average  unit  cost  of  energy 
to  all  classes  previously  served.  Low  value  business  thus  becomes 
an  attractive  asset,  and  its  promotion,  under  these  conditions,  a 
benefit  to  all  consumers.  This  appears  to  us  to  be  a  fundamental 
principle  in  the  development  of  utility  business,  and  one  which,  if 
neglected,  may  retard  the  progress  of  any  enterprise. 

620— Factors  AHecting  Rates. 

"Proper  consideration  must  also  be  given  to  the  distinction  between 
costs  incident  to  customers,  as  such,  those  attached  directly  to  the 
quantity  of  product  delivered  and  fixed  costs  or  those  such  as  interest, 
etc.,  which  occur  without  regard  to  the  volume  of  product  delivered 
by  a  given  plant  or  the  number  of  customers  connected  thereto. 
The  latter  group  especially  in  hydro-electric  operations  comprises  a 
large  percentage  of  total  annual  cost  of  service  and  its  equitable 
distribution  among  consumers,  together  with  proper  consideration 
of  purely  customer  costs  is  a  prime  necessity  if  the  rate  is  to  be 
satisfactory  to  the  consumer  and  at  the  same  time  produce  the 
desired  return. 

"Diversity  factors  in  individual  installations  and  between  classes  of 
consumers,  and  also  probable  load  factors  enter  into  rate  designs  to 
a  degree  which  precludes  discussion  at  this  time." 

340— Rate  of  Return. 

The  Commission  finds  that,  during  the  year  ended  June  30,  1916,  the 
company's  return  amounted  to  less  than  5  per  cent  on  its  investment 
in  the  electric  utility. 

"The  Commission  is  satisfied  that  the  Company  has  not  received  an 
unreasonably  high  return  upon  its  property,  but  on  the  other  hand 
has  obtained  less  than  investors  might  reasonably  be  entitled  to 
expect  from  investments  involving  like  risks,  and  less  than  the  pre- 
vailing rate  of  interest  throughout  the  territory. 
"In  view  of  these  findings  no  general  reduction  in  rates  is  justified, 
nor  is  it  believed  that  the  total  return  can  be  satisfactorily  increased 
by  advanced  charges.  All  changes  in  present  tariffs  will,  therefore, 
be  designed  to  maintain,  as  nearly  as  practicable,  the  present  total 
income;  and  to  erase  any  possible  unjust  discrimination  between 
customers,  classes  of  service  or  localities;  to  give  the  company  rates 
under  which  the  investors  may  ultimately  obtain  the  greatest 
reasonable  return;  and  to  encourage  among  present  and  prospective 
customers  a  freer  and  more  extensive  use  of  the  facilities  and  service 
now  maintained  for  their  convenience.  .  .  . 
"The  electric  operations  of  the  utility  in  its  separate  divisions  in 
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Oregon  are  of  such  similar  nature,  the  intercommunity  relations  and 
feelings  of  such  magnitude,  and  the  difTcrence  in  cost  of  service  as 
shown  by  analysis  so  slight,  that  the  t'ommission  believes  a  single 
schedule"  for  all  territory  in  Oregon  will  be  most  practicable  and 
result  in  the  greatest  amount  of  co-operation  between  the  consumers 
and  the  utility." 

614r— Heating  and  Cooking. 

The  company  has  had  flat  rate  schedules  for  cooking  and  water  heating 

and  for  air  heaters.     The  Commission  says: 

"The  privilege  of  unlimited  use  is  allowed  and  undoubtedly  abused. 
This  results  in  the  com])any  being  compelled  to  furnish  energy  at 
less  than  the  actual  additional  cost  thereof.  Flat  rates  for  cooking 
energy  are  particularly  undesirable  in  that  they  allow  the  diversion 
of  service  and  appliances  from  their  intended  use  to  that  f)f  air 
heating,  and  correspondingly  build  up  a  peak  load  which  may  be 
damaging  to  the  capacity  of  the  utility  to  serve  other  legitimate 
users. 

612— Power. 

"Power  consumers  using  motors  of  one  horse  power  or  more  have 
been  required  under  the  present  rules  to  purchase  and  own  suitable 
transformers  for  the  operation  of  that  equipment.  This  rule  is  un- 
reasonable in  that  it  prevents  the  most  efficient  and  economical 
distrilDution  of  energy  and  forces  upon  the  customer  owncrshi]i  of 
equipment  which,  on  account  of  its  unusual  character  he  must  rely 
upon  the  company  to  maintain.  The  practice  also  gives  rise  to 
various  and  unsatisfactory  controversies  as  to  responsibility  for 
damages. 

"The  furnishing  of  such  equipment  is  a  utility  function,  and,  in  the 
opinion  of  the  Commission,  is  not  such  as  may  reasonably  be  gen- 
erally required  of  the  customer.  All  rates  for  ordinary  jww'er  service 
hereinafter  set  forth  as  reasonable  will  include  the  ownership  and 
maintenance  of  transformers  by  the  utility,  and  the  company  will  be 
expected  to  take  over  under  reasonalile  lules  to  be  filed  with  the 
Commission  such  equipment  as  is  now  owned  by  its  power  customers." 

720— Rate  Schedules. 

The  rates  prescribed  in  the  Commission's  order,  to  be  made  effective 

as  of  September  1,  1917,  are  as  follows: 


RESIDENCE  LIGHTING. 
Rate. 

9U  cents  for  the  first  7  kilowatt  hours  or  less  consumed  per  month. 
10  cents  per  kilowatt,  liovir  for  t)ie  next  43  kilowatt  hours  consumed  per  month. 
7  cents  per  kilowatt  hour  for  all  excess  use. 

Such  residence  customers  as  will  probably  not  exceed  the  minimiun  charge 
may,  at  the  option  of  the  Conunission,  be  billed  at  such  charge  without  the 
installation  of  a  meter. 
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COMMERCIAL  LIGHTING. 

Rate. 

The  first  50  hours  used  per  month  of  the  consumer's  active  load  will  be  at  the 

primary  rate. 

All  additional  use  will  be  at  the  secondary  rate. 

Primary  Rate. 

$1.00  for  the  first  S  kilowatt  hours  or  less. 

10  cents  per  kilowatt  hour  for  the  next  92  kilowatt  hours. 
7  cents  per  kilowatt  hour  for  excess. 

Secondary  Rate. 

7  cents  per  kilowatt  hour  for  the  first  150  kilowatt  hours  used. 
5  cents  per  kilowatt  hour  for  the  next  2.50  kilowatt  hours  used. 
3  cents  per  kilowatt  hour  for  the  next  400  kilowatt  hours  used. 
2  cents  per  kilowatt  hour  for  the  next  700  kilowatt  hours  used. 
IJ^  cents  per  kilowatt  hour  for  excess. 

Minimum  Charge. 

No  monthly  bill  shall  be  less  than  $1.00  plus  10  cents  for  each  100  watts,  or 
major  fraction  thereof,  of  active  load  in  excess  of  500  watts. 

Determination  of  Active  Load. 

No  active  load  will  be  considered  as  less  than  .500  watts. 

The  active  load  of  all  commercial  lighting  installations  will  be  determined 

as  follows: 

One  third  of  the  comiected  load  in — 

Apartment  houses  and  hotels  (except  reception  rooms,  hallways  and  lobbies). 
Basements,  lofts  and  other  rooms  used  only  for  storage. 
Warehouses  and  barns  (except  offices  and  workrooms). 
Academies  and  schools  (except  night  schools). 

Of  all  other  lights  and  exceptions  noted  above — • 
S0%  of  the  first  two  kilowatts  of  connected  load. 
50%  of  all  excess  over  two  kilowatts  of  comiected  load. 

Heating  and  cooking  appliances  above  800  watts  individual  capacity  and 
single  phase  motors  in  excess  of  %  horsepower  and  up  to  3  horsepower  (at  an 
equivalent  of  900  watts  per  horsepower)  may  be  supplied  through  the  ligliting 
meter  at  this  rate. 

The  individual  capacity  of  such  devices  or  motors  in  excess  of  SOD  watts  will 
be  added  to  the  connected  lighting  load  in  determining  the  active  load  and 
the  minini\im  charges  under  which  service  will  be  rendered. 

RURAL  LIGHTING. 

Available  to  rural  customers  where  there  are  less  than  fifteen  connections  per 
mile  of  line,  as  measured  from  the  city  limits  or  frpm  the  point  of  origin  of  the 
line  if  from  outdoor  sub-station. 

Rate. 

SI. 30  for  the  first  10  kilowatt  hours  or  less  consumed  per  month. 

8  cents  per  kilowatt  hour  for  the  next  40  kilowatt  hours  consumed  per 

month. 
5  cents  per  kilowatt  hour  for  all  excess  use. 

LIGHTING  —  GENERAL  RULE. 

Cooking  and  heating  devices  up  to  800  watts  individual  capacity  and  single  phase 
motors  not  exceeding  %  horse  power  may  be  supplied  through  the  lighting  meter 
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imiler  any  of  the  above  lighting  rates  without  increasing  the  active  load  or  mini- 
niuni  charge. 

COMBINED  LIGHTING,  COOKING  AND  HEATING. 

Available  to  residences  using  complete  lighting,  cooking  and  heating  equipment 
and  to  commercial  heating  and  cooking  loads  where  lighting  service  is  carried 
on  the  regular  commercial  lighting  rate. 

Rate. 

$3.00  for  the  first  10  kilowatt  hours  or  less  per  month. 

5  cents  per  kilowatt  hour  for  the  next  lOkilcwatt  hours  consumed  per  month. 

2  cents  per  kilowatt  hour  for  all  excess  use. 

Water  heaters,  when  so  connected  with  double-throw  switch  that  the  demand 
of  the  heater  cannot  be  coincident  with  the  demand  of  the  cooking  eciuipment, 
will  be  supplied  with  energy  at  a  fiat  rate  as  follows: 
3J2  mills  for  each  watt  of  connected  load. 

POWER. 
Rats. 

The  first  50  hours  used  per  month  per  horse  power  (output)  or  first  00  hours 
used  per  month  per  kilowatt  (input)  of  demand  will  be  at  the  primary  rate. 
All  additional  use  will  be  at  the  secondary  rate. 

Primary  Rate. 

8  cents  per  kilowatt  hour  for  the  first  200  kilowatt  hours  consumed. 
5  cents  per  kilowatt  hour  for  the  next    400  kilowatt  hours  consumed. 

3  cents  per  kilowatt  hour  for  the  nex-t  900  kilowatt  hours  consumed. 
2  cents  per  kilowatt  hour  for  the  next  1500  kilowatt  hours  consumed. 
VA  cents  per  kilowatt  hour  for  excess. 

Secondary  Rate. 

1;^  cents  per  kilowatt  hour  for  the  first  1000  kilowatt  hours  consumed. 
1  cent  per  kilowatt  hour  for  the  next  4000  kilowatt  hours  consumed. 
54  cent  per  kilowatt  hour  for  the  next  5000  kilowatt  hours  consumed. 
^  cent  per  kilowatt  hour  for  excess. 

Minimum  Charge. 

$1.50  per  horsepower  for  the  first  2  horsepower. 

1.25  per  horsepower  for  the  next  8  horsepower. 

1.00  per  horsepower  for  excess. 
In  connection  with  the  above  power  rates  the  utility  shall  file,  subject  to  the 
approval  of  this  Commission,  suitable  rules  and  regulations  for  the  equitable 
determination  of  the  demands  of  consumer's  equipment  to  be  used  thereunder. 

AIR  AND  WATER  HEATING. 
Temporary  Rate. 

Although  service  of  the  present  water  and  air  heating  customers  under  existing 

rates  has  been  found  unreasonable,  equity  demands  that  these  consumers,  who 

have  purchased  equipment  on  the  attraction  of  the  present  rates,  be  given  due 

consideration  for  the  good  faith  in  which  such  purchases  were  made.     In  view  of 

these  conditions,  the  Commission  believes  the  following  adjustment  will  yield 

justice  to  all  parties  concerned. 

The  present  air  heating  rate  will  be  continued  for  a  period  of  only  two  years  and 

for  none  other  than  present  customers  for  heaters  which  have  been  in  use  during 

the  past  year. 

All  2  kilowatt  water  heaters  now  used  in  connection  with  ranges  will  be  supplied 

for  a  period  of  only  two  years,  when  installed  with  double-throw  switch  to  prevent 
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the  coincidence  of  the  demand  of  the  heater  with  that  of  the  coolcing  equipment, 
at  a  flat  rate  of  $5.00  per  montli. 

SPECIAL  SUMMER  COOKING  RATE. 

Tlie  company  may,  if  it  considers  the  demands  of  sufhcient  extent  for  justification, 
file  special  rates  for  small  summer  cooking  loads.  It  appears  that  such  service 
might  become  attractive  to  consumers  not  ordinarily  cooking  with  electrical 
energy  and  the  Commission  suggests  that  the  following  schedule  be  filed  if  it 
Bhould  become  desirable  to  develop  this  class  of  business. 

This  rate  is  applicable  only  to  customers  connecting  and  u.sing  devices  of  from 
500  to  1000  watts  individual  capacity  during  the  five  months  period  of  service 
between  the  April  and  September  meter  readings. 

Rate. 

The  first  30  hours'  use  of  the  consumer's  active  load  will  be  at  the  regular 

residence  lighting  rate. 

4  cents  per  kilowatt  hour  for  all  excess  over  30  hours'  use  of  the  active  load. 

Cooking  devices  included  above  are  ovens,  hot  plates,  etc.,  for  general  cooking 
purposes. 

Irons,  toasters,  percolators,  etc.,  alone  do  not  entitle  customer  to  this  rate;  but 
their  consumption,  when  used  in  connection  with  cooking  devices  will  be  billed 
at  this  rate. 

Determination  of  Active  Load. 

Active  load  of  residences  under  this  rate  will  be  considered  as  follows: 

50%  of  the  first  1000  watts  connected. 
30%  of  excess  over  1000  watts  connected. 

No  active  load  considered  as  less  than  500  watts.  , 

NEW  JERSEY 

631 — Cost  of  Supplies — Coal. 

Bridgeton  Electric  Co.\ip.\ny,  Application  for  Approval  of  Increase 
in  Rates.     Decision  of  the  New  Jersey  Bo.\rd  of  Public  Utility 

Commissioners,  Denying  the  Application.     August  7,  1917. 

The  Bridgeton  Electric  Company  filed  the  following  amendment  of 
rates  for  electric  service: 

"The  company  shall  at  the  end  of  each  calendar  month  ascertain  the 
average  cost  of  coal  delivered  at  the  power  house  at  Bridgeton  for  that 
month,  and  shall  add  to  the  consumer's  Ijill  one  per  cent  thereof  for 
each  ten  cents  per  ton  of  cost  of  coal  in  excess  of  .1.3. 50  per  ton,  f.  o.  b. 
Bridgeton  (the  average  prevailing  price  prior  to  June  30,  1916),  and 
shall  deduct  from  consumer's  bill  one  per  cent  thereof  for  each  ten 
cents  per  ton  of  cost  of  coal  below  $3.50  per  ton,  f.  o.  b.  Bridgeton." 

The  Board  denied  approval  of  the  proposed  increase  in  rates  on  the 
ground  that  it  was  not  in  the  proper  form,  as  it  would  restilt  in  uiulue 
and  unreasonable  discrimination  against  the  small  consumer  who  pays 
the  base  rate. 

The  Board  said: 

"Where  current  is  sold  at  very  low  rates,  as  is  the  case  with  the 
current  furnished  the  street  railway  and  large  power  customers,  the 
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proportionate  increase  in  cost  due  to  increased  cost  of  coal  is  higher. 
It  is  due  to  this  fact  that  many  companies  in  adopting  a  schedule 
which  will  take  into  account  increases  in  fuel  cost,  have  applied  such 
schedules  to  the  large  power  customers  only.  The  additional  cost  of 
service  due  to  increases  in  coal  cost  is  not  proportional  to  the  rate 
charged,  but  is  proportional  to  the  fuel  portion  of  the  cost.  The 
actual  cost  of  fuel,  measiu'ed  in  terms  of  kilowatt  hours  sold,  has 
ranged  with  the  Bridgeton  Company  from  about  !§  cents  to  3  cents 
per  kilowatt  hour. 

"The  increased  cost  of  supplying  the  customer  who  had  been  paying 
10  cents  per  kilowatt  hour  has  not  exceeded  15%.  The  application 
of  the  proposed  schedule  to  the  small  retail  customers  would  result 
in  an  increase  of  37|%  on  the  basis  of  the  figures  for  the  first  five 
months  of  1917,  as  compared  with  the  same  period  of  1916. 

"Where  the  customer  has  been  purchasing  current  for  large  power 
purposes  at  an  average  cost  to  him  of  3  cents,  the  increased  cost  to 
the  company  has  amounted  to  the  same  U  cents  per  kilowatt  hour 
sold,  or  an  increase  of  50%  in  the  cost  of  serving  the  large  power 
customer.  The  same  thing  applies  in  the  cost  of  electric  j^ower 
furnished  the  street  railway  company. 

"It  follows  from  the  above  statements  that  to  allow  the  increase  of 
1%  for  each  10  cent  increase  in  cost  of  coal,  and  allow  this  to  be 
charged  to  all  customers,  really  amounts  to  undue  and  unjust  dis- 
crimination, and  assuming  the  present  schedule  of  rates  as  charged 
by  the  Bridgeton  Electric  Company  to  be  reasonable,  it  follows  that 
the  resulting  schedule  woukl  be  unjust  and  unreasonable,  and  ex- 
cessive to  the  customer  who  pays  the  higher  base  rate. 

"A  schedule  to  make  allowances  for  mcreases  in  cost  of  coal  nuist 
more  nearly  conform  to  the  actual  increase  in  coal  to  the  \'arious 
classes  of  consumers." 

The  appUcation  of  the  Electric  Company  of  New  Jersey  for  a])pro\al 
of  a  similar  coal  clause  was  denied  for  the  reasons  set  forth  in  the 
Bridgeton  case. 

OKLAHOMA 

132 — Protection  from  Competition. 

New  Achille  Telephone  Company,  Application  for  a  Certificate  of 
Convenience  and  Necessity.  Decision  of  the  Oklaho.ma  Corporatiox 
Commission,  Holding  that  Construction  j\Iay  Proceed  without  Com- 
mission Approval  in  this  Case.     June  30,  1917. 

\  certificate  of  convenience  and  necessitx'  ])rovision  apiilying  to  tele- 
jihonc  companies  was  passed  liy  the  Oklahoma  legislatin-e  and  became 
effective  March  29,   1917.     The  Commission  finds  lliat  the  ajiplicant 
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in  this  case  had  installed  its  exchange  and  purchased  equipment  prior 
to  the  date  when  the  certificate  of  convenience  and  necessity  law 
became  effective,  and  that,  "therefore,  the  Commission  could  have  no 
jurisdiction  to  grant  a  certificate  of  convenience  and  necessity  herein." 

The  Commission  said: 

"Under  the  facts,  the  Commission  has  no  option  but  to  dismiss  the 
proceedings  herein,  but,  inasmuch  as  this  is  the  first  petition  or 
application  filed  for  a  certificate  of  convenience  and  necessity,  the 
Commission  calls  attention  to  the  fact  that  the  enactment  of  a 
Certificate  of  Convenience  and  Necessity  Law  by  the  legislature  does 
not  relieve  telephone  companies  or  persons  operating  telephone 
exchanges  from  all  fear  of  competition  where  adequate  service  is  not 
rendered.  Nor  do  we  think  that  this  is  the  thing  the  legislature  of 
1917  had  in  mind  in  enacting  House  Bill  205.  The  matter  of  grant- 
mg  certificates  of  convenience  and  necessity  is  discretionary  with  the 
Commission.  The  fact  that  the  Commission  is  clothed  with  juris- 
diction to  compel  companies  already  occupying  territory  to  give 
adequate  service  could  not  mean  that  new  companies  will  always  be 
denied  the  right  to  enter  occupied  territory  where  adequate  service 
is  not  given.  Were  the  Commission  not  to  take  this  view  of  the 
matter,  we  can  foresee  instances  where  a  wholly  incompetent  manage- 
ment might  get  control  of  a  field  and  by  its  inability  or  unwillingness 
withhold  from  the  public  satisfactory  service  for  considerable 
time.     .     .     . 

"There  is  no  doubt  but  that  the  provision  for  the  requirement  of  a 
certificate  of  convenience  and  necessity  for  telephone  companies 
intending  to  invade  occupied  territory  is  wise,  and  the  Commission 
will  be  reluctant  to  permit  a  company  to  establish  an  exchange  in 
territory  already  occupied,  but  telephone  companies  must  not  feel 
that  because  they  are  already  established  and  have  the  territory  all 
to  themselves  that  they  are  relieved  from  competition  when  they 
fail  to  give  adequate  service." 
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Reports  of  Decisions. 

Volume  I,  Julv  1,  1U07,  to  September  1,  1901). 
Volume  II,  September  1,  1909,  to  December  31,  1911. 
Volume  III,  January  1,  1912,  to  December  31,  1912. 
Volume  IV,  January  1,  1913,  to  December  31,  1913. 
Volume  V,  January  1,  1914,  to  December  31,  1914. 
Volume  VI,  January  1,  1915,  to  December  31,  1915. 
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The  first  two  volumes  may  be  procured  at  83.00.  Tlie  present  sub- 
seri])tion  price  is  $2.00  per  volume,  including  advance  sheets.  Ad- 
vance sheets  sold  separately,  25  cents  per  monthly  pamphlet. 

Annual  Reports. 

First  Annual  Report,  2  vols.,  for  the  last  .six  months  of  1907.  (Vol- 
ume I,  commission  law,  history  of  state  regulation  in  New  York, 
rules  of  procedure,  court  decisions.     Volume  II,  Company  statistics.) 

Second  Annual  Report,  3  vols.,  for  the  year  1908.  (Volume  I,  Uni- 
form system  of  accounts,  reports  on  "Indeterminate  Franchise  for 
Public  Utilities,"  "Supervision  of  Street  Railways  in  England  and 
Prussia."  Volume  II,  Miscellaneous  orders  of  the  commission  and 
opinions  of  counsel.  Volume  III,  Company  statistics.) 
Third  Annual  Report,  3  vols.,  for  the  year  1909.  (Volume  I,  Elec- 
tric rates  in  New  York  City  in  1909,  court  decisions.  Volume  II, 
Orders  of  Commission,  report  on  electric  meters  in  New  York  City. 
Volume  III,  Company  statistics.) 

Fourth  Annual  Report,  4  vols.,  for  the  year  1910.  (Volume  I,  Report 
on  electrical  francliises  in  Greater  New  York,  electric  rates  for  New 
York  City.  Volume  II,  Orders  of  Connnission,  rules  of  procedure. 
Volume  in.  Statistics  of  transportation  companies.  Volume  IV, 
Statistics  of  ga.s  and  electric  corporations,  discussion  on  electric 
rate  theory,  load  factor  and  rates.) 

Fifth  Annual  Report,  3  vols.,  for  the  year  1911.  (Volume  I,  Orders 
of  the  Commission.  Volume  II,  Statistics  of  transportation  com- 
panies. Volume  III,  Statistics  of  gas  and  electric  companies.) 
Sixth  Annual  Report,  3  vols.,  for  the  year  1912.  (Volume  I,  Electric 
rates  in  New  York  City.  Volume  tl,  Statistics  of  transportation 
companies.     Volume  III,  Statistics  of  gas  and  electric  companies.) 

Seventh  Annual  Report,  5  vols.,  for  the  year  1913.  (VoUune  I, 
Orders  of  Commission,  report  on  public  service  regulation  in  Great 
Britain,  electric  rates  in  New  York  City.  Volume  II,  Statistics  of 
transportation  companies.  Volume  III,  Statistics  of  gas  and  electric 
companies.  Volume  IV,  Dual  system  contracts  and  certificates. 
Volume  V,  Documentary  history  of  railroad  companies.) 
Eighth  Annual  Report,  2  vols,  received,  for  the  year  1914.  (Volume 
I,  Decisions.  Appendix  E,  Report  of  Auditor,  separately  bound. 
Volume  III,  Statistics  of  gas  and  electric  companies.) 

Proceedings. 

Twelve  volumes,  covering  the  proceedings  of  the  Commission  from 
July  1,  1907,  to  June  30,  lOlti. 

NEW  YORK  PUBLIC  SERVICE  COMMISSION  (2nd  D.) 

I'.IOT 
Reports  of  Decisions. 

Volume  I,  July  1,  1907,  to  April  1,  1909. 
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Volume  II,  April  2,  1909,  to  June  30,  1911. 
Volume  III,  July  1,  1911,  to  May  7,  1913. 
Volume  IV,  May  8,  1913,  to  December  31,  1915. 
Volume  V,  January  1,  1916,  to  December  31,  1916. 

Annual  Reports. 

First  Annual  Report,  2  vols.,  for  the  last  six  months  of  1907.  (Vol- 
ume I,  Rules  of  practice.     Volume  II,  Company  statistics.) 

Second  Annual  Report,  3  vols.,  for  year  1908.  (Volume  I,  Orders 
of  the  Commission.  Volume  II,  Uniform  system  of  accounts. 
Volume  III,  Company  statistics.) 

Third  Annual  Report,  2  vols.,  for  the  year  1909.  (Volume  I,  Orders 
of  Commission.     Volume  II,  Company  statistics.) 

Fourth  Annual  Report,  3  vols.,  for  the  year  1910.  (Volume  I, 
Orders  of  Commission.  \'olume  II,  Statistics  of  transportation 
companies.     Volume  II,  Statistics  for  other  public  utilities.) 

Fifth  Annual  Report,  3  vols.,  for  the  year  1911.  (Volumes  same  as 
in  Fourth  Annual  Report.) 

Sixth  Annual  Report,  3  vols.,  for  the  year  1912.  (Volumes  same  as 
in  Fourth  Annual  Report.) 

Seventh  Annual  Report,  3  vols.,  for  the  year  1913.  (Volumes  same 
as  in  Fourth  Annual  Report.) 

Eighth  Annual  Report,  3  vols.,  for  the  year  1914.  (Volumes  same 
as  in  Fourth  Annual  Report.) 

Ninth  Annual  Report,  3  vols.,  for  the  year  1915.  (Volumes  same  as 
in  Fourth  Annual  Report.) 

NORTH  CAROLINA  CORPORATION  COMMISSION 

1913 
Annual  Reports. 

Fifteenth  Annual  Report,  year  ended  December  31,  1913.  (Com- 
mission law,  rules  of  practice  and  procedure.) 

Sixteenth  Annual  Report,  year  ended  December  31,  1914.  (De- 
cisions, company  statistics.) 

Seventeenth  Annual  Report,  year  ended  December  31,  1915.  (Com- 
mission law,  rules  of  practice  and  procedure,  commission  decisions.) 

Eighteenth  Annual  Report,  year  ended  December  31,  1916.     (De- , 
cisions,  company  statistics.) 

NORTH  DAKOTA  BOARD  OF  RAILROAD  COMMISSIONERS 

1915 
Annual  Reports. 

(No  reports  received.  Commission  given  jurisdiction  over  rates  of 
electric  companies  in  1915.) 
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OHIO  PUBLIC  UTILITY  COMMISSION 

I'JU,  new  law,  1913. 
Annual  Reports. 

Annual  Report  for  the  year  1912.  (Decisions,  opinions  of  Attorney 
General  as  to  jurisdiction  of  commission,  company  statistics.) 

Annual  Report  for  the  year  1913.  (Decisions,  company  statistics.) 
Annual  Report  for  the  year  1914.  (Decisions,  company  statistics.) 
Annual  Report  for  the  year  191.5.  (Decisions,  company  statistics.) 
Annual  Report  for  the  year  1916.  (Decisions,  company  statistics.) 
Laws  of  Ohio  Relating  to  Railroads  and  Public  Utilities,  prepared 
under  the  direction  of  the  Commission  as  of  January  1,  1913. 

(To  bo  eontinued) 

REFERENCES 
RATES 

600— Rate  Differentials. 

Preferential  Charging  for  Electricity.  An  English  Judge's 
Decision  in  Liiportant  Case  Favors  Long-Hour  User.  Electrical 
Revieiv.     August  25,  1917,  p.  333. 

In  the  London  High  Court,  Justice  Astbury  delivered  an  important  judgment 
regarding  charges  for  electric  service  in  the  area  of  the  Hackney  (London)  Mimi- 
cipal  Council's  electricity  department.  The  Electrical  Revieiv  quotes  the  follow- 
ing from  the  opinion  in  what  has  become  fcnomi  as  "the  Hackney  Case": 

"The  proportion  of  the  actual  number  of  units  sold  to  the  output  capacity  of 
the  plant  is  termed  in  this  branch  of  industry  the  load  factor  of  the  station, 
and  the  difference  between  the  ratio  of  the  load  actually  observed  at  the 
station  and  the  sum  of  the  loads  at  the  consumers'  terminals  is  tcrmeii  the 
diversity  factor.  Broadly  stated,  power  users  have  a  better  load  and  diversity 
factor  than  light  users,  which  accomits  for  their  being  usually  charged  a  low 
rate,  because,  other  things  being  equal,  the  higher  the  load  factor  the  lower 
the  cost  per  unit  of  production,  and  the  better  the  diversity  factor  the  further 
the  undertakers  can  go  in  the  earning  of  revenue.  An  increase  of  the  load  and 
diversity  factors,  therefore,  is  of  the  greatest  importance,  and  tariffs  should 
be  framed  in  order  to  obtain  customers  and  classes  of  cvistomers  whose  con- 
sumption contributes  to  this  result.  This  being  so,  as  a  general  rule  it  is  obvious 
that  a  customer  or  a  class  of  customers  with  a  higher  load  factor,  due  to  the 
taking  of  a  different  supply  in  different  circumstances,  is  entitled  in  the  interests 
of  the  undertaking  to  differential  treatment  in  the  matter  of  charges,  as  com- 
pared with  the  customer  or  class  of  customers  whose  load  and  diversity  factors 
are  inferior.  The  sections  of  the  Electrical  Lighting  Act  of  1882.  which  are 
in  question,  are  Nos.  19  and  20.  These  sections  say  nothing  about  and  do  not 
draw  any  distinction  between  light,  heat  or  power  users  as  such.  The  station 
turns  out  only  one  class  of  energy,  which  is  measured  in  Board  of  Trade  units, 
and  the  dissimilarity  of  circumstances  and  the  non-corresiiondence  of  s\i])ply 
involved  in  Section  19  must  Ite  looked  for  not  in  the  ilifTercnc-e  in  the  energy 
consumed  or  in  the  manner  in  which  it  is  led  into  anil  distril)uted  by  wiring 
and  meterage  in  the  customer's  premises,  but  in  the  circumstances  of  the 
customer,  in  so  far  as  (hey  react  on  the  supply  that  he  takes  and  in  the  time, 
diversity  and  cjuantity  of  consumption.  In  other  words,  the  purposes  to 
which  the  customer  puts  his  energy  which  he  purchases,  whether  for  lighting, 
power  or  heating,  is,  per  se,  irrelevant.  It  is  in  the  cpiantum  of  and  the  cir- 
cumstances in  which  he  takes  his  supply  qf  the  one  product  that  the  under- 
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taking  offers  for  sale  that  the  answer  to  the  question  as  to  undue  preference 
must  be  h)oked  for,  and  it  is  only  for  the  purjiose  of  c-lassifj'ing  customers 
according  to  this  test  that  they  are  for  convenience  divided  into  light,  power 
and  heat  classes,  such  purpose  involving,  as  I  have  already  pointed  out,  well 
recognized  differences  from  the  point  of  view  of  load  factor,  diversity  factor 
and  the  quantity  of  imits  purchased.  Customers  maj',  therefore,  be,  and  are, 
in  practice,  divided  into  classes  in  accordance  with  those  considerations,  and 
they  are  charged  with  varying  and  different  rates  and  classes  of  rates,  with 
the  object  of  encouraging  advantageous  customers  and  classes  of  customers,  as 
well  as  of  attempting  to  fairly  adjust  the  respective  advantages  obtained  by 
the  station  from  all  of  them.  This  has  led  to  what  are  termed  different  systems 
of  supply  being  adopted;  that  is  to  sa.v,  for  lighting,  heating,  power,  etc.,  the 
customers  in  each  case  taking  the  only  thing  that  the  imdertakers  had  to  sell, 
but  in  cases  which  affect  differently  the  load  factor  of  the  station  in  both 
diversity  and  cpiantity.  If  the  different  systems  of  supply  are  fairly  arrived 
at,  and  are  at  the  choice  of  the  customer,  and  a  preference  prohibited  by  Section 
20  as  between  customers  dealing  in  similar  circumstances,  and  not  between 
customers  dealing  in  different  systems  of  supply,  either  of  which  they  are  free 
to  select,  is  given,  and  to  the  extent  that  customers  under  one  system  benefit 
the  undertaking  in  the  way  I  have  described  to  a  greater  degree  than  customers 
imder  another — so  they  are  given  a  benefit  in  the  scale  of  charges.  In  the 
present  case,  although  the  wording  of  the  1914  circular  of  the  defendant  on 
which  the  action  was  launched  may  be  ambiguous  in  the  sense  that  the  20  per 
cent  for  light  in  the  case  of  the  power  users  was  not  expressly  stated  to  be 
limited  to  factory  lighting;  this  was  put  right  in  the  circular  and  scale  of 
charges  issued  in  191(),  before  the  date  of  the  writ,  and  in  practice  the  defendants 
have  not  allowed  a  user  of  the  20  per  cent  in  question  for  purposes  other  than 
the  lighting  of  a  factory  or  worksho))  having  a  power  supply,  nor  had  they 
threatened,  or  intended  to  do  so,  nor  apparently  has  anybody  thought  that 
such  was  the  case,  and  I  allowed  an  amendment  of  the  pleadings  raising  the 
1916  circular  in  order  that  the  case  might  be  determined,  and  it  has  accord- 
ingly been  argued  on  the  true  facts.  In  the  case  before  me,  all  power  users 
are  placed  on  the  same  basis  if  all  take  one  svipply  at  the  same  rate  or  price 
per  imit,  and  they  are  all  allowed  to  use  20  per  cent  of  such  supply  for  lighting 
their  factories  or  workshops,  which  must  be  lighted  by  some  means  or  other 
if  they  are  to  take  power  supply  at  all.  A  similar  practice  has  been  sanctioned 
by  Parliament  in  the  case  of  many  power  companies,  as  explained  in  the 
evidence;  that  is  to  say.  Parliament  has  sanctioned  power  companies  competing 
with  lighting  companies  in  various  districts  on  the  terms  that  one-fifth  of  the 
supply  taken  by  the  power  users  may  be  used  for  light,  this  being  based  on 
the  footing  that  factory  and  workshop  lighting,  as  a  rule,  does  not  amoimt  to 
or  exceed  one-fifth  of  the  total  amoimt  of  the  energy  taken.  For  the  reasons 
that  I  have  endeavored  to  give,  I  am  of  opinion  that  no  breach  of  the  pro- 
visions and  of  Sections  19  and  20  of  the  Act  of  1882  by  the  defendants  has  been 
established,  and  that  they  have  not  threatened  or  intended  to  supply  energy 
otherwise  than  in  accordance  therewith.  The  action  must  be,  therefore,  dis- 
missed, with  costs  against  the  plaintiffs." 

INVESTMENT  AND  RETURN 

360 — Depreciation. 

Depreci.\tion  in  the  Value  of  Public  Service  Property,  by  A.  S.  B. 
Little.     The  Gas  Age.     September  1,  1917,  p.  203. 

Alter  discussing  the  manner  in  which  accrued  depreciation  has  been  treated  in 
decisions  of  the  Illinois  Commission  and  other  state  commissions  and  by  other 
writers  on  the  subject,  Mr.  Little  says: 

"Summing  up  on  this  matter  of  depreciated  value  representing  fair  value  of 
the  property,  it  would  seem  fair  to  state  that  this  present  worth  should  be 
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taken  in  all  cases  where  the  company  has  earned  enough  to  provide  for  all 
legitimate  expense  and  fair  return  on  the  investment,  with  a  sufficient  surplus 
to  take  care  of  accrued  depreciation.  If  the  surplus  has  been  earned  and  i)aid 
out  to  the  stockholders,  then  the  consumers  ought  not  to  be  required  to  make 
good  the  deficit. 

"On  the  other  hand,  if  the  earnings  have  not  been  sufficient  to  meet  the  fore- 
going expenses,  and  no  surplus  has  been  provided  to  meet  the  loss  in  value  of 
the  property,  then  there  ought  to  be  no  question  (assuming  good  management 
and  a  reasonable  need  for  the  utility),  about  the  consumers  of  the  service 
being  required  to  reimburse  the  company  for  the  loss. 

"The  loss  can  be  overcome  by  allowing  the  company  to  make  charges  for  the 
service  sufficient  to  earn  a  fair  return  on  the  cost  new  of  the  property,  not 
deducting  depreciation. 

"If  a  surplus  has  been  created  and  the  stockholders  have  not  earned  a  fair 
return  on  their  investment,  it  would  follow  that  these  losses  must  be  returned 
to  the  company.  It  ought  also  to  be  stated  that  the  company  mav  have  set 
aside  a  surplus  sufficient  to  meet  ordinary  depreciation,  but  this,  perhaps,  has 
been  done  to  the  detriment  of  the  property,  through  a  neglect  to  properly 
repair  and  maintain  the  working  parts.  If  there  has  been  such  deferred  main- 
tenance, then  it  would  seem  equitable  to  allow  the  comp.any  to  charge  enough 
for  the  service  to  provide  for  this  deferred  maintenance." 


PUBLIC  SERVICE  REGULATION 

200— Public  Service  Regulation— Law  and  Practice. 

E.\RLY     ReGUL.\TION    OF     PuBLIC     SERVICE    CoRPOR.\TIONS,     by     M.      H. 

Hunter.  The  American  Economic  Review.  September,  1917,  p.  569. 
12  pages. 

A  review  is  given  of  the  various  forms  of  regulation  of  public  .service  corporations 
which  existed  in  the  different  states  in  the  Eighteenth  and  early  Nineteenth  Cen- 
turies, showing  that  regulation  and  public  utilities  have  gro^v^i  up  hand  in  hand, 
and  that,  as  company  operation  became  more  extensive,  the  system  of  regulation 
became  more  elaborate. 

252 — Commission  Annual  Reports. 

Annual  Report  of  the  Al.abama  Railroad  Commlssion  and  the 
Alabama  Public  Service  Commission.     1915  and  1916.     397  pages. 

An  Act  approved  .September  25,  1915,  extended  the  .jurisdiction  of  the  Alabama 
Commission  over  electric,  gas  and  other  public  utilities.  This  is  the  first  report 
received  from  the  Public  Service  Commission.  The  report  contains  the  laws  of 
Alabama  pertaining  to  commission  regulation,  including  the  Act  of  1915.  The 
report  also  contains  the  Commission's  rules  of  practice,  and  the  opinions  and 
orders  of  the  Commission. 


GENERAL 

980    Public  Relations. 

Ratkjnal  Public  Owner.siiip,  by  \V.  H.  Hodge.     Pamphlet,  24  pages. 

Customer  ownership  of  the  securities  of  public  utilities,  it  is  stated,  means  popular, 
but  not  municipal  ownership.  Great  iraprovcnicnt  in  pui)lic  relations  may  be 
derived  through  mutualization  of  interests. 
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RATES 

LOWELL,  MASSACHUSETTS 

p     631— Cost  of  Supplies    Coal. 

Thk  Lowell  Electkic  Liuht  C'orporatiox,  Lowell,  Massachusetts 
(Pop.,  106,294).     Coal  Clause  for  Industrial  Power  Service. 

The  Lowell  Electric  Light  Corporation  has  adopted  the  following  coal 
clause  applicable  to  all  contracts  under  the  company's  "Industrial 
Power  Rate"  and  "Large  Industrial  Power  Rate": 

"It  is  further  mutually  understood  and  agreed  that,  diu'ing  the  continuance  of 
this  agreement,  if  the  Power  Company  pays  for  coal  of  Pocahontas  or  New 
River  tiuality  or  other  grailes  on  a  basis  of  ecuiivalent  fuel  value  at  a  price 
exceeding  five  dollars  and  twenty-five  cents  (.$.5.25)  per  ton  of  twenty-two 
lumdred  and  forty  (2,240)  poimds  (this  price  to  include  delivery  in  the  Power 
Company's  storage  antl  to  be  the  average  price  for  all  coal  carried  in  said 
storage,  together  with  coal  received  from  time  to  time),  for  any  period  exceed- 
ing three  consecutive  months,  the  Purchaser  will  pay  an  additional  net  amount 
for  each  kilowatt-hour  of  current  used,  both  diu'ing  said  three  months  and  a.s 
long  as  said  price  of  coal  so  calculated  exceeds  five  dollars  and  twenty-five 
($5.25),  equal  to  the  actual  increased  fuel  cost  to  the  Power  Company,  as 
shown  by  the  Power  Company's  production  records,  over  and  above  what  the 
cost  would  have  been  had  coal  of  similar  cpiality  been  purchased  at  five  dollars 
($5.00)  per  gross  ton. 

"If  at  any  time  during  the  continuance  of  this  agreement,  the  Power  Company 
pays  for  coal  of  Pocahontas  or  New  River  quality  or  other  grades  on  a  basis 
of  ecjuivalent  fuel  value  at  a  price  less  than  four  dollars  and  twenty-five  cent.s 
(.$4.25)  per  ton  of  twenty-two  hundred  and  forty  (2,240)  poiUids  (this  price  to 
include  delivery  in  the  Pow-er  Company's  storage  and  to  be  the  average  price 
for  all  coal  carried  in  said  storage,  together  with  coal  received  from  time  to 
time),  for  a  period  exceeding  three  consecutive  months,  the  Power  Company 
will  reduce  its  price  for  each  kilowatt-hour  of  current  \ised.  both  during  saitl 
three  months  and  as  long  as  said  price  of  coal  so  calculated  is  less  than  four 
dollars  and  twenty-five  cents  ($4.25),  by  a  net  amount  equal  to  the  actual 
decreased  fuel  cost  per  kilowatt-hour,  as  shown  by  the  Power  Company's  pro- 
duction records,  below  what  the  cost  w-ould  have  been  had  coal  l.)een  iiurchased 
at  four  dollars  and  fifty  cents  ($4.50)  per  gross  ton. 

"The  fuel  cost  per  kilowatt-hour  hereinbefore  mentioned  shall  be  ascertained 
by  dividing  the  cost  of  all  coal  the  Power  Company  uses  in  any  month  (including 
charge  for  shortage),  by  the  total  number  of  kilowatt-hours  generated  by  the 
Power  Company's  generating  ai)paratus  during  that  month. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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''The  cost  of  all  coal  used  in  ain'  month  mentioned  in  the  i)reoedinK  i)aiasi'a|)h 
shall  he  the  product  of  the  above  mentioned  average  price  cif  coal  for  that 
month  and  the  luimher  of  tons  used  diiriui;  ihal  month." 

CHARLESTON,  SOUTH  CAROLINA 

\         631     Cost  of  Supplies— Coal. 

'  Charleston  Coxsolidated  Railway  and  Lighting  Company,  Cluuk's- 

ton,  South  Carolina  (Pop.,  58,833).     Coal  Clause  Applicable  to  Power 

Rates.     Effective  September,  1917. 

The  Charleston  Consolidated  Railway  and  Litjhtino;  Coni]ian_\-  has  put 

in  effect  the  following  coal  clau.-<('  ai)plyino;  to  "Wholesale  Power"  and 

"(^ff-Peak  Power"  rates: 

"The  .Secondary  or  Energy  Consumption  Charge  set  forth  in  this  Schedule  is 
based  on  the  cost  to  the  company  of  coal  of  steaming  quality  satisfactory  to 
the  company,-  at  a  cost  delivered  on  the  railroad  siding  at  the  company's 
plant,  not  in  excess  of  $.3.50  per  two  thousand  (2,001)1  jroirnds,  of  an  equivalent 
heating  value  cf  1.3, .500  B.  t.  u.  per  pound.  Should  the  average  cost  to  the 
company  of  such  coal  lie  more  than  S3. 50  for  two  thousand  (2,000)  povmds,  of 
an  ecpiivalent  heating  vahie  of  13. ,500  B.  t.  u.  per  pound,  then  for  each  one 
cent  (Ic.j  of  such  increase,  the  Secondary  or  Energy  Consmnption  Charge  will 
be  increased  by  two-thousandths  of  a  cent  (,()02c.)  per  kilowatt-hour.  The 
average  cost  to  the  company  of  such  coal  during  any  three  consecutive  months 
shall  (letermine  the  amount  of  such  increase  in  the  Secondary  or  Energy  Con- 
sumption Charge  for  the  next  succeeiling  month." 

COMMISSION  DECISIONS 

NEW  YORK 
226     Service. 

A'lLLAOE  OF   WaTERVILLE  V.   ^^■ATERVILLE  GaS  AND  ELECTRIC  COMPANY, 

Protesting  Against  Discontinuance  of  Gas  Service.  Decision  of  the 
New  York  Public  Service  Commission  (2  D.),  Dismissing  the  Com- 
plaint.    July  24,  1917. 

The  Waterville  Cias  and  Electric  Company  is  a  consolidation  of  the 
AVaterville  Gas  Company  and  the  Waterville  Electric  Company.  The 
consolidated  company  also  furni.shes  a  steam  heatmg  service.  In 
September,  1916,  a  large  part  of  the  company's  gas  plant  was  destroyed 
by  fire.  The  company  then  decided  not  to  rebuild  the  plant  and  to 
discontinue  gas  service,  and  made  a  formal  siu'render  of  its  gas  franchise 
to  the  village.  The  village  board  did  not  act  upon  the  surrender. 
The  complaint  to  the  Commission  is  made  by  residents  of  the  village 
and  on  behalf  of  the  village  boai'd  jMotestiiig  against  the  abandonment 
of  the  service. 

The  Commission  finds  thai  the  coinpl;iiiil  imisl  be  dismissed,  since 
uniler  present  conditions  the  sei\icc  would  be  furnished  at  a  loss. 
The  Commission  says: 

"Waterville  is  a  village  of  iiol  more  lli;m  lil'tci'ii  htmdred  iiiliabitants, 
;ind    lias    been    dimitiishing    in    popiil.-il  imi    I'or    iiiaiix'    years.     Tiie 
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residents  are,  for  the  most  part,  well  to  do,  but  there  are  no  industries 
of  such  a  character  as  to  indicate  any  prospest  of  future  growth. 
The  early  establishment  of  the  gas  plant  led  to  the  piping  of  a  number 
of  buildings  for  the  use  of  gas,  and  at  the  time  of  the  fii'c  there  were 
about  ninety  consumers  of  gas  for  heat  and  light,  and  it  is  claimed 
that  about  sixty  of  these  use  gas  for  lighting  piu'jjoses  cxclusi\ely. 
Some  of  these  have  since  equipped  their  houses  for  electricity. 

"The  Commission,  from  reports  in  its  possession  and  the  experience 
of  its  own  engineers,  may  take  notice  of  the  fact  that  the  manu- 
facture anil  distribution  of  gas  has  been  a  business  of  diminishing 
profits  as  the  use  of  electricity  has  increased,  and  that  in  comnumi- 
ties  much  larger  that  Water\'ille  the  business  cannot  now  be  con- 
ducted at  any  profit  except  under  unusual  circumstances.  The 
evidence  shows  that  if  the  company  should  restore  its  Watcrville 
plant,  its  gas  business  would  be  conducted  at  a  distinct  loss  under 
present  conditions,  and  at  a  greater  loss  when  imminent  renewals  of 
mains  and  other  equipment  should  be  required.  There  is  no  doubt 
that  a  considerable  jiortion  of  the  people  of  Waterville  have  been 
accustomed  to  the  use  of  gas,  and  that  in  time  more  or  less  remote, 
a  very  considerable  amount  of  money  has  been  expended  in  eciuipping 
Iniildings  for  such  use.  A  number  desire  to  continue  the  use  of 
gas  for  lighting.  Others  desire  to  continue  its  use  as  fuel.  To 
deprive  them  of  gas  works  a  considerable  hardship.  The  question 
is  tluis  sharply  presented  whether  the  Conuiiission  is  justified  in 
directing  a  corporation  which  happens  to  be  conducting  three 
tlifferent  kinds  of  business  to  continue  in  all  three  lines  because  it 
once  undertook  them,  although  one  branch  of  the  business  must 
api)arcntly  continue  to  be  conducted  at  a  loss. 

"Undoul)tedly  public  service  corporations,  as  long  as  they  remain  in 
business,  must  at  times  be  required  to  furnish  some  service  without 
ade<iuate  compensation.  Probably  every  railroad  operates  certain 
trains  the  revenues  of  which,  segregated  from  the  remainder  of  the 
business,  are  insufficient  to  pay  expenses.  Gas  corporations  have 
been  required  to  make  extensions  of  mains  in  the  interest  of  the 
public  in  cases  where  the  present  revenues  from  the  extensions  were 
insufficient  to  meet  all  charges  properly  attributable  thereto.  This 
case,  howe\-ei',  jiresents  a  question,  not  of  an  incidental  loss  incurretl 
in  rendering  a  small  portion  of  a  public  service,  on  the  whole  remun- 
erative, but  a  loss  e\itlently  permanent  and  probably  increasing  in  a 
distinct  department  of  business.  If  the  companies  were  still  separate, 
there  could  be  no  question  that  an  order  of  the  Commission  requiring 
the  gas  company  to  continue  business  would  be  confiscatory  and 
\oid.  If  in  the  present  case  such  an  order  would  not  have  the  same 
effect,  it  woukl  only  be  because  the  consumers  of  electricity  and  of 
steam  would  be  required  to  assume  the  inuxlen  and  make  up  the 
lo.s.ses  due  to  the  gas  operation.  It  is  possible  that  new  methods  or 
processes  may  l)e  de\ised  which  will  enable  the  company  to  resume 
its  gas  .service  without  further  loss,  but  this  nuist  be  left  to  the  com- 
pany to  determine.      The  Commission  cannot  devi.se  such  means  or 
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order  the  company  to  devise  them.  It  must  act  accorcUng  to  existiii'i 
circumstances.  If  any  respect  is  to  be  paid  to  the  prhiciples 
announced  bv  the  Supreme  Court  of  the  United  States  in  Northern 
Pacific  Railway  v.  North  Dakota,  236  U.  S.,  580,  and  Norfolk  and 
Western  Railway  v.  West  A'irginia,  236  U.  S..  605,  the  Commission 
can  make  no  such  oider  as  the  one  here  sou,t!;ht  luidcr  the  circuiu- 
.•^tances.     The  cf>m]ilaint  must,  therefoie,  lie  dismissed." 

CALIFORNIA 

132—  Protection  from  Competition. 

(;re.\t  Western'  Power  Comi'.wy.  Application  for  Certificate  of  Con- 
\enience  and  Necessity  for  Extension  of  Electric  Service.  Decision  of 
the  CALIFORNIA  R.\iLRO,\D  COMMISSION,  Granting  the  Application. 
.July  23,  1917. 

The  Great  Western  Power  Company  applied  for  Commission  appro \al 
aiithorizino;  the  exercise  of  rights  under  a  franchi-se  secured  from  the 
County  of  Plumas  for  the  construction  and  oijcration  of  electric  trans- 
mission and  distributing  lines  in  the  County.  The  Plumas  Light  and 
Power  Company  and  other  electric  utilities  have  been  furnishing  some 
electric  service  in  the  territory.  The  Conunission  granted  the  ajijilica- 
tion  with  the  i3ro\ision  that  the  applicant's  distributing  lines  shall  be 
confined  to  territory  not  now  served  by  existing  utilities  and  that 
applicant  shall  continue  to  supply  energy  to  the  Plumas  Light  and 
Pow'cr  Company. 

The  Plumas  Company  purchased  energ\^  from  the  Great  Westein 
Comi5an>-  under  contract,  and  it  was  urgetl  liefore  the  Commission  that 
the  Plumas  Comi)any  was  so  limited  lay  the  contract  that  it  was  ]ire- 
^ented  from  developing  the  territoi'\-  and  that,  if  the  application  were 
granted,  the  Great  Western  Company  would  enter  its  territory  as  a 
competitor  and  its  property  would  be  valueless.  The  Great  Western 
Company,  while  maintaining  that  it  had  no  desire  to  oppress  the  Plumas 
Company,  contended  that  the  Plumas  Comi^any  occupies  the  position 
of  a  competitor,  antl  questioneil  the  right  of  any  public  authority  to 
force  it  to  serve  the  Plumas  Comjiany  with  additional  jiower  over  and 
al)ove  that  provided  in  the  present  contract  betw^MMi  the  two  com- 
panies.    The  Commission  says: 

"As  to  the  matter  of  competition  between  petitioner  and  the  Plumas 
Company,  this  possibility  can  and  will  be  i-liminated  by  a  demaica- 
tion  of  t(>ri'itor\',  so  that  the  (juestion  of  ojipression  of  the  smaller 
utihty  by  the  larger  need  not  enter  as  a  factor  in  the  determination 
of  the  issues  involved  in  this  proceeding;  neither  will  it  be  necessary 
for  petitioner  henceforth  to  consider  Plumas  Company  in  the  light 
of  a  competitor  whom  petitioner  may  feel  some  hesitancy  or  em- 
barrassment in  serving  to  the  full  extent  of  its  ability. 
"As  to  whether  or  not  a  public  utility  may  .say  whom  it  will  s(>rvc  and 
whciin  il   will  not  serve,  it  \)\:\y  be  well  lo  |Kiinl  oul   lliat   the  ( 'oni- 
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mission  has  heretofore  had  occasion  to  call  petitioner's  attention  to 
the  fact  that  the  duties  and  obligations  which  it  has  undertaken  as 
a  public  utility  do  not  contemplate  the  right  on  its  part  to  select  the 
consumers  it  will  serve.  While  it  is  true  that  up  to  the  present  time 
petitioner  has,  as  a  matter  of  fact,  selected  its  consumers  in  Plumas 
County  and  has  not  imdcrtaken  any  ser\ice  in  that  territory  to  the 
general  public  except  through  the  agency  of  the  Plumas  Compan\', 
petitioner's  duty  and  obligation  is  not  and  can  not  be  affected  liy  this 
policy,  nor  can  jietitioner  expect  that  the  Commission  will  permit 
the  continuation  of  such  a  policy  when  it  may  appear  that  the 
interests  of  the  public  require  general  service.  It  is  clearly  the  dut,\' 
of  a  iniblic  utility,  situated  as  is  the  petitioner,  to  supply  every 
reasonable  demand  for  service  at  non-discriminatory  rates  and  luuler 
just  terms  and  conditions.  Nor  can  this  duty  be  avoided,  modified 
or  abridged  in  any  manner  whatsoever,  either  by  contract  between 
the  utiKty  and  any  private  interest  or  the  maintenance  of  unsuitable 
facilities  for  general  distribution. 

"By  reserving  a  definite  territory  to  Plimias  Company,  that  company- 
will  henceforth  occupy  precisely  the  same  position  with  relation  to 
petitioner  as  that  occupied  by  any  other  consmner  who  is  or  may  be 
entitled  to  receive  service,  except  to  the  extent  that  the  public  utilit\- 
character  of  Plumas  Company's  business  may  entitle  it  to  preference. 
It  will  therefore  be  the  duty  of  petitioner  henceforth  to  supply  elec- 
tric energy  to  the  Plumas  Company  at  rates  and  under  terms  anil 
conditions  reasonably  comparable  with  those  accorded  to  other 
patrons  of  petitioner  in  Plumas  County.  In  case  of  a  temporary 
insufficient  sujiply  of  electric  energy  to  meet  all  of  the  reasonable 
demands  in  the  territory  which  petitioner  has  elected  to  serve,  the 
available  supply  will  of  course  be  prorated  upon  an  ec|uitable  basis, 
consideration  being  given  to  the  necessities  of  the  public,  irrespective 
of  whether  or  not  these  necessities  arise  directly  or  through  the 
medium  of  another  utility." 


CALIFORNIA 

113— Financing. 

Southern  California  Edison  Company,  Application  for  Authority  to 
Issue  Bonds.  Decision  of  the  California  Railroad  Commission, 
Granting  the  Application.     July  19,  1917. 

The  company  asked  authoiity  to  execute  a  trust  deed  conveying  all  c)f 
its  property  as  security  for  an  issue  of  bontls  totaling  $136,000,000  and 
to  sell  iiumediately  .flO,000,000  of  such  bonds.  The  Commission  says 
that  considering  the  two-year  term  of  the  bonds,  the  discount  at  which 
they  are  sold  and  the  interest  rate,  the  cost  of  this  money  to  the  applicant 
would  be  8.4  per  cent. 

( 'ommissioner  Edgerton,  writing  the  opinion,  says: 

"Applicant  insists  (hat  this  is  an  abnorniall\'  high  price  for  it  to  pay 
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fur  iiionoy  and  f  Iiat  this  iiiirc  in  no  wise  measures  or  sets  the  standard 
lor  I  lie  credit  of  this  coniijany.  Kepresentatives  of  applicant  make 
a  eonvincing  showino-  that  the  coiuUtion  of  the  financial  market  at 
the  jjresent  time  is  such  that  it  is  difficult  to  sell  high-class  securities 
of  any  kind,  and  impossible  to  sell  such  securities  except  they  are 
made  attractive  both  as  to  price  and  security.  Furthermore,  appli- 
cant urges  that  while  the  charges  for  this  i)articular  money  are  high, 
nevertheless  when  these  charges  are  averaged  with  the  total  cost  of 
money  to  applicant  the  result  makes  a  very  favorable  showing. 
"A  showing  has  been  made  that  there  is  urgent  need  of  the  monev 
which  will  be  realized  from  the  issuance  of  these  l)onds.  ... 
"Apphcant  has  made  a  very  convincing  showing  that  the  use  of  a 
part  of  the  proceeds  of  these  bonds,  proposed  to  be  sold,  for  incr(>asinu 
production  of  electric  energy  at  its  hydroelectric  plant  on  Big  Creek, 
will  result  in  a  saving  which  will  moi-e  than  offset  the  price  being  paid 
for  the  money  about  to  tie  olitained.  We  are  shown  that  because  of 
the  increasing  business  of  apjilicant,  accompanied  by  the  increasing 
cost  of  oil  necessary  in  the  production  of  electricity  by  steam,  that 
the  production  of  electric  energy  through  the  hydroelectric  jilants 
would  result  in  a  saving,  if  market  cost  of  oil  is  considered,  of  ap- 
proximately .1700,000.00  per  year,  or  if  the  price  now  paid  liy  appli- 
cant under  conti'act  is  considered,  the  saving  will  be  appro.ximateh' 
$350,000.00  per  year.  Furthermore,  unless  money  is  obtained  imme- 
diately, the  present  organization  for  additions  to  plant  at  Big  Creek 
must  be  abandoned  with  a  consequent  serious  loss  or  increa.se  of  the 
final  expense  of  such  additions. 

"Under  all  the  circumstances,  I  recommend  that  this  application  be 
granted.  From  the  showing  made  herein,  it  is  apparent  that  the 
high  price  being  paid  for  this  money  by  ajiplicant  is  due  entirelv  to 
the  almormal  condition  of  the  money  market,  and  while  ordinaril\- 
it  would  be  wise  to  wait  until  this  alinormal  condition  has  passed. 
I  tlo  not  see  how  applicant  can  avoid  its  immediate  necessities  for 
money.  Furthermore,  with  a  part  of  the  money  obtained  a  saving 
will  be  made  in  the  \igorous  prosecution  of  the  Big  Creek  hydro- 
electric dcA'elopment  and  the  substitution  of  this  power  for  steam 
generated  power  which  will  more  than  offset  the  difference  between 
a  noi-mal  price  and  the  price  here  l)eing  paitl  for  this  money." 
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OKLAHOMA  CORPORATION  COMMISSION 

1908 
Annual  Reports. 

Fir.st  Annual  Report,  for  the  year  1908.  (Corporation  laws,  de- 
cisions.) 
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Second  and  Third  Annual  Reports,  for  the  years  1909  and  1910. 
(Corporation  laws,  decisions,  court  decisions.) 

Fourth  Annual  Report,  for  the  year  1911.     (Decisions,  classification 
of  accounts.) 

Fifth  Annual  Report,  for  the  year  1912.     (Decisions.) 

Sixth  Annual  Report,  for  the  year  1913.     (Decisions.) 

Seventh  Annual  Report,  for  the  j'car  1914.     (Decisions,   uniiorm 
classification  of  accounts  for  gas  and  electric  utilities.) 

Eighth  and  Ninth  Annual  Reports,  for  the  years  1915  and  1916. 
(Decisions,  classification  of  accounts.) 


OREGON  RAILROAD  COMMISSION 

1912 
Annual  Reports. 

Sixth  Annual  Report,  year  ended  December  15,  1912.  (Summaries 
of  decisions.) 

Seventh  Annual  Report,  year  ended  December  15,  1913.  (Decisions, 
company  statistics.) 

Eighth  Annual  Report,  year  ended  December  15,  1914.  (Decisions, 
standards  for  gas  and  electric  service,  company  statistics.) 

Ninth  Annual  Report,  year  ended  December  15,  1915.  (First 
Annual  Report  of  Public  Service  Commission.  Name  changed  to 
Public  Service  Commission  July  1,  1915).  (Decisions,  company 
statistics.) 

PENNSYLVANIA  PUBLIC  SERVICE  COMMISSION 

I'JU 
Annual  Reports. 

First  Annual  Report,  July  27,  1913  to  June  30,  1914.  Combined 
with  Sixth  Annual  Rejjort  of  Pennsylvania  Railroad  Commission. 
(Decisions,  regulations  for  filing  of  rates  schedules,  rules  of  practice.) 

Report  of  Bureau  of  Engineering,  year  ended  June  30,  1914,  sep- 
arately bound.     (Standards  for  gas  and  electric  service.) 

Reports  of  Decisions. 

Volume  1,  July  26,  1913  to  June  30,  1915. 

RHODE  ISLAND  PUBLIC  UTILITIES  COMMISSION 

1012 
Annual  Reports. 

First  Annual  Report,  j'ear  ended  December  31,  1912.  (Decisions, 
rules  of  practice.) 

Second  Annual  Report,  year  ended  December  31,  1913.     (Decisions.) 

Third  Annual  Report,  year  ended  December  31,  1914.     (Summaries 

of  decisions.) 

Fourth  Annual  Report,  year  ended  December  31 ,  1915.     (Decisions.) 
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SOUTH  CAROLINA  RAILROAD  COMMISSION 

Annual  Reports. 

Tliirty-third  Annual  Rcj)()rt,  year  oiidcd  December  31,  1911. 

SOUTH  DAKOTA  RAILROAD  COMMISSION 

Annual  Reports. 

Twenty-fifth  Annual  Kcjiort,  year  cndotl  June  30,  1914. 

TENNESSEE  RAILROAD  COMMISSION 

Annual  Reports. 

Tenth  Biennial  Report,  191.3-1014. 

TEXAS  RAILROAD  COMMISSION 

Annual  Reports. 

Twenty-second  Annual  Report,  year  ended  October  31,  1913. 

VERMONT  PUBLIC  SERVICE  COMMISSION 

1909 
Annual  Reports. 

Twelfth  Biennial  Report,  two  years  ended  June  30,  1910.     (Decisions, 
company  statistics.) 

Thirteenth  Biennial  Report,  two  years  ended  June  30,  1912.     (De- 
cisions, rates  for  electric  service,  company  statistics.) 

Fourteenth  Biennial  Report,  two  years  ended  June  30,  1914.     (De- 
cisions, rates  for  electric  service,  company  statistics.) 

Fifteenth  Biennial  Report,  two  years  ended  June  30,  191G.     (De- 
cisions, rates  for  electric  service,  company  .statistics.) 

VIRGINIA  CORPORATION  COMMISSION 

1914 
Annual  Reports. 

Twelfth  Annual  Report,   for  the  year  ended  December  31,    1914. 
(Decisions,  rules  of  practice  and  procedure.) 

Thirteenth  Annual  Report,  for  the  year  ended  December  31,  191."). 
(Decisions,  rules  of  practice  and  proced\n'e.) 

WASHINGTON  PUBLIC  SERVICE  COMMISSION 

1911 
Annual  Reports. 

First  Annual  Report,  June  8,  191 1  to  December  31, 1911.     Combined 

with  Sixth  Annual  Report  of  Railroad  Commission,  November  1, 

1910  to  June  8,  1911.      (Decisions.) 

Second  Annual   Report,  January   1,   1912  to  November  30,   1912. 

(Decisions.) 

Third  .Annual  Ro])(irt,  year  ended  November  30,  1913,     (Decisions.) 
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Fourth  Annual  Report ,  year  ended  November  30,  1914.  (Decisions.) 
Fifth  Annual  Report,  year  ended  November  30,  1915.     (Decisions.) 

WEST  VIRGINIA  PUBLIC  SERVICE  COMMISSION 

101.3 
Annual  Reports. 

First  Annual  Report,  June  1,  1913  to  June  30,  1914.  (Part  I. 
Decisions,  commission  law,  rules  of  practice  and  procedure,  regula- 
tions for  meter  tests.  Part  II.  Company  statistics,  rates  for  gas 
and  electricity.) 

Second  Biennial  Report,  tAvo  years  ended  June  30,  1916.  (Part  I. 
Decisions,  commission  law,  standards  for  gas  and  electric  service. 
Part  II.     Company  statistics.) 

WISCONSIN  RAILROAD  COMMISSION 

1007 
Annual  Reports. 

First  Annual  Report,  for  year  1907. 

Second  Annual  Report,  for  year  1908. 

Third  Annual  Report,  for  year  ended  June  30,  1909.     (Rules  for  gas 

and  electric  service.) 

Fourth  Annual  Report,  for  year  ended  June  30,  1910. 

Fifth  Annual  Report,  for  year  ended  June  30,   1911.     (Company 

practice  with  regard  to  supply  and  installation  of  lamps.) 

Sixth  Annual  Report,  for  year  June  30,  1912. 

Seventh  Annual  Report,  for  year  ended  June  30,  1913. 

Eighth  Annual  Report,  for  year  ended  June  30,  1914. 

Reports  of  Decisions. 

Volume  I,  July  20,  1905,  to  July  31,  1907. 
Volume  II,  September  14,  1907,  to  October  12,  1908. 
Volume  III,  October  16,  1908,  to  August  3,  1909. 
Volume  IV,  August  3,  1909,  to  March  24,  1910. 
Volume  V,  March  28,  1910,  to  November  11,  1910. 
Volume  VI,  November  11,  1910,  to  June  14,  1911. 
Volume-  VII,  June  15,  1911,  to  September  23,  1911. 
Volume  VIII,  September  27,  1911,  to  March  12,  1912. 
Volume  IX,  March  13,  1912,  to  August  22,  1912. 
Volume  X,  August  23,  1912,  to  November  13,  1912. 
Volume  XI,  November  13,  1912,  to  May  19,  1913. 
Volume  XII,  May  20,  1913,  to  November  4,  1913. 
Volume  XIII,  November  4,  1913,  to  February  16,  1914. 
Volume  XIV,  Februarv  17,  1914,  to  August  12,  1914. 
Volume  XV,  August  13,  1914,  to  February  4,  1915. 
Volume  XVI,  February  10,  1915,  to  November  15,  1915. 

Bound  Volumes,  $1.50  per  volume. 
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WYOMING  PUBLIC  SERVICE  COMMISSION 

101.') 


(No  reports  recpivcd.) 


REFERENCES 
RATES 

523.2    Area  of  Premises  Basis. 

Rate  that  is  Designed  to  Increase  Use  of  Energy.  Electrlml 
World,  September  8,  1917.  p.  484. 

The  rate  referred  to  is  the  rate  leased  on  floor  space,  which  was  adopted  l)y  the 
City  Light  Department  of  Tacoma,  Washington.  The  rate  schedule  was  given  in 
!)  Rate  Research,  189.  A  primary  rate  of  5  cents  ai)plies  to  the  first  40  watt-hours 
consumed  monthly  per  square  foot  of  floor  space,  as  estimated  in  accordance  with 
the  company's  rules  for  determining  "working  space,"  and  1  cent  per  kilowatt- 
liour  applies  to  all  excess  use.  It  is  stated  that  the  rate  was  designed  to  increase 
the  use  of  electricity  in  the  home,  particularly  in  the  matter  of  electric  cooking. 
The  City  Light  Department  furnishes  a  card,  a  rejjroduction  of  which  is  shown  in 
the  article,  upon  which  the  customer  may  record  the  dimensions  of  the  various 
rooms.  This  record  must  be  filed  at  the  department's  office  before  the  bcnelil 
of  the  1-cent  rate  can  be  obtained. 

224—Rates. 

Gas  Prices  and  Their  Tendencies,  1907-1916,  by  Clyde  L.  King. 
The  Utilities  Magazine,  September,  1917,  p.  20.     7  pages. 

In  this  article,  a  report  is  given  of  an  investigation  made  to  determine  what  tlie 
tendency  has  been  in  rates  for  gas  service  daring  the  last  few  years,  particularly 
from  1907  to  the  close  of  1916.  The  chief  sources  of  information  used  were  the 
published  records  of  Massachusetts,  Connecticut,  New  York  and  Wisconsin. 
Average  prices  and  maximum  prices  for  gas  in  these  four  states  are  tabulated  and 
it  is  stated  that  the  general  tendency  in  the  price  of  gas  continued  downward  up 
to  the  end  of  tlie  jieriiid  of  public  record. 

244 — Rehearings  and  Appeal. 

Washington  Rate  Reduction  Halted  by  Court  Ixjuxction..  •  Elec- 
trical World,  September  8,  1917,  p.  491. 

.Vn  injunction  has  been  issued  l)v  .lustice  Gould  in  the  Distiict  of  L'olumbia 
Supreme  Court  restraining  the  Public  Utilities  Commission  from  enforcing  the 
new  rates  of  the  Potomac  Klectric  Power  Company  (sec  rate  case.  11  IJate 
Research,  '24.3),  mitil  the  courts  have  passed  ui>on  the  appeal  of  the  company  from 
the  valuation  of  its  projierty  by  the  Commission.  The  company  is  directed  to 
keep  a  record  of  the  differences  between  the  rate  charged  and  that  ordered  by 
the  Conunission,  and  to  i-efuiid  this  to  consumers,  i)lus  (i  per  criil  iiileicst.  if  llie 
valuation  is  sustained  by  the  higher  coiuts. 

Justice  Gould  pointed  out  that,  if  the  new  rate,  reducing  the  cost  from  10  to  .S 
cents  per  kilowatt-hour  to  the  individual  consumer,  should  be  found  unreasonable 
by  the  I'nited  States  Supreme  Court,'  and  no  temporary  injunction  liad  Ih-cu 
issued,  the  company  would  have  been  compelled  to  receive  each  year  approxi- 
nnitely  .$350,000  less,  and  since  the  final  .settlement  might  recjuire  as  nuich  as 
three  "years,  it  would  lose  $1,01)1), 000  or  more,  which  it  would  have  no  means  to 
recover,  exce])t  througli  individual  suits  against  :50,(l()'>  <u-  more  consiuners. 
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INVESTMENT  AND  RETURN 

300    Investment  and  Return. 

Fair  \'aluk  and  the  Hate-Ba8K,  hy  ('.  E.  Grunsky,  Jr.  Journal  of 
Electricity,  Septcmljcr  1,  1917,  p.  2i4.     2^  pag;es. 

It  is  stated  that  thi-  doterinination  of  a  i-ato-l)a.se  should  1)0  made  independent  of 
the  question  of  fair  vahie.  The  value  of  an  operating  utility  necessarily  takes 
into  account  the  earnings  of  the  utility.  Rates  create  value  and  therefore  value 
cannot  be  u.sed  as  a  basis  for  rates.  The  writer  says  that  the  "rate-base" 
which  is  in  every  respect  most  sati.sfactory  is  the  legitimate,  properly  determined 
investment,  undiminished  by  depreciation,  but  with  due  consideration  to  the  cosi 
of  developing  business.  That  this  does  not  meet  the  decisions  of  the  courts,  which 
demand  "value"  as  the  basis  of  the  calculation,  should  not  mislead  the  rate-fixing 
authorities.  They  may  adopt  any  proceedings  in  fi.xing  rates  that  to  them  seem 
fair  and  proper.  It  rests  with  the  courts  to  apply  the  "value"  test  when  they  are 
called  on  to  determine  the  sufficiency  of  the  rates,  if  this  be  the  method  they 
deem  proper.  In  determining  the  rate-base,  consideration  may  be  given  to  early 
lo.sses  of  the  business  treated  as  investment  necessary  to  develop  the  business,  to 
bonuses  or  gifts  from  the  pid)lic  and  to  capital  which  has  been  returned  to  the 
owner. 

With  the  rate-base  as  a  starting  jioint.  earnings  should  l)e  alloweil  which  ]irovidc 
for  reward  of  skill  and  efficiency  in  the  conduct  of  the  business  and  in  which  proper 
condiseration  has  been  given  to  the  risks  of  the  business  and  to  the  fact  that  the 
business  was  started  before  the  community  was  ready  to  assume  the  burden  and 
the  risk  of  operating  a  plant  itself. 

Attention  is  called  to  a  number  of  recent  cases  in  which  a  rate-base,  as  distinct 
from  fair  value,  has  been  given  consideration. 

It  is  urged  that  careful  thought  be  given  to  the  definite  answering  of  the  following 
cjuestions; 

"(1)  Do  the  Supreme  Court  decisions  make  it  illegal  for  a  Commission  or 
other  rate-fixing  body  to  use  a  rate-base,  distinct  from  value,  in  fixing  rates? 

"(2)  Is  not  the  use  of  the  terras  'fair  value'  and  'present  value'  by  the  courts 
the  result  of  the  necessity  for  determining  whether  confiscation  has  occurred? 

"(3)  ,  If  the  earnings  include  a  reasonable  rate  of  interest  return  on  the  capital 
l>roperlj^  invested,  due  regard  being  given  to  the  hazard,  the  compensation  for 
management  and  the  participation  of  the  utility  in  the  general  propsperity  of 
the  country,  can  confiscation  take  place  or  can  the  ]iublic  be  deprived  of  any 
lit  its  rights?" 

362  -Accrued  Depreciation. 

Ix  He  Theoretical  Depreciation,  Presented  for  the  Consideration 
of  the  Public  Service  Commission  for  the  First  District,  Now  York,  by 
the  Consolidated  (las  Company  of  New  York.  Prepared  l)y  James  E. 
Allison.     Pamphlet,  155  pages. 

This  brief  on  the  subject  of  depreciation  sulmiittcd  by  the  Consolidated  Ga.s  Com- 
pany to  the  New  York  First  District  Commission  is  in  three  parts.  Part 
I  is  a  statement  or  discussion  of  principals  in  connection  with  accrued  deprecia- 
tion and  depreciation  reserve  fund.  Part  II  discusses  in  detail  a  jiaper  or  mem- 
orandum on  "Accounting  for  Depreciation"  prepared  by  Dr.  Weber  for  the  First 
District  Commission.  Extracts  are  ciuoted  from  Dr.  Weber's  paper  and  the 
writer  points  out  how  and  why  he  does  not  agree  with  the  ideas  on  depreciation 
set  forth  in  that  pai)er.  Part  III  contains  excerpts  from  Commission  decisions 
and  from  the  writings  of  other  authorities  which  sustain  the  principles  of  depreci- 
ation as  set  forth  in  Part  1  of  the  Iirief. 
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TakiiiK  up  the  subjoct  from  inaiiy  standpoiiils  the  writer  shows  tlml  tiicoi<'tii:il 
(IcpiX'ciafion  has  nopUu-o  as  n  basis  for  (ifiuriiid  accrued  depreciation  to  bedeihieted 
from  value  in  a  rate  case  or  as  a  basis  for  setliun  aside  a  depreciation  reserve  fund. 
'Phe  foUowinn  are  a  few  scattered  e\cerpts  from  the  brief  which  may  serve  as  an 
indication,  merely,  of  the  line  of  thouKlit  lu-esented. 

"It  should  be  clear  that  with  the  great  number  of  items  composing  a  lar^'e 
utility  plant,  there  can  never  be  any  large  percentage  of  the  investment  required 
at  any  one  time  to  meet  the  replacements.  It  might  be  said  tha(  ther'>  coulil 
lie  a  ])ossible  coincidence  of  the  nec-essity  for  replacement  of  a  number  of  im- 
portant items.  This  is  not  jirobable  and  hardly  possible  under  intelligent 
management  where  repairs  and  nuiintenance  are  properly  met.  Obsolescence 
and  inadequacy  are  the  controlling  causes  of  abandonment  of  equipment,  and 
obsolescence  and  inadecpuu'y  are  conditions  in  which  the  time  of  replacement 
to  meet  them  is  more  or  less  llexible.  .  .  .  replacements  will  be  drawn 
contimially  from  the  revenues  of  the  company  and  there  will  be  neither  need 
nor  opportunity  foi-  the  <-ollection  of  a  so-called  'depreciation  fund,'  whose 
principal  use,  and  in  fact  the  very  advocacj'  of  which,  is  to  give  :ui  excuse  f(U- 
declaring  that  the  investor  is  not  entitled  to  a  return  on  his  entire  investment . 

■'.  .  .  values  being  the  result  of  earnings  can  not  be  taken  as  a  base.  This 
is  so  self-evident  a  truth  tlujt  all  the  loose  talk  about  'present  value,'  'fair 
value,'  etc.,  etc.,  should  not  be  permitted  to  bewilder  or  mislead  anv  one.  In 
dealing  with  the  idea  of  value  of  a  utility,  the  egregious  mistake  is  commonly 
made  that  by  obtaining  the  value  (or  attempt  at  value)  of  the  separate  |)arts 
of  the  whole  plant  and  then  adding  them  together,  a  result  is  arrived  at  which 
represents  the  value  of  the  whole  utility.  The  conclusion  must  lie  that  the 
analysis  of  a  plant  by  items  is  usefvd  only  in  ascertaining  investment;  there  can 
be  no  correct  separate  values  assigned  to  the  items  which  will  represent  their 
true  value  as  parts  ot  the  utilit}'  as  a  whole. 

"Replacement  should  be  understood  as  replacement  of  capital  and  not  as  re- 
placement in  kind.  In  replacing  the  units  of  a  plant  as  a  whole,  obsolescence 
and  inadequacy  are  counteracted  by  changing  the  type  or  capacity  of  the  unit. 
In  consequence  of  this  llexibility  in  replac'cmiMit .  the  plant  as  a  whole  does  nol 
come  to  an  end,  and  all  the  forces  working  lor  the  destructoin  of  the  usefulness 
of  the  i)lant  are  thus  counteracted,  and  its  value  wholly  preserved  so  far  as 
physical  equipment  is  concerned.  It  should  therefore  be  seen  that  while 
functional  depreciation  may  be  reasoned  into  a  piece  of  machinery  which  will 
idtimately  disappear,  it  cannot  properly  lie  applied  to  the  plant  as  a  whole. 
Fimctional  dejireciation,  even  as  a  theory  rests  upon  an  assumed  definite  end 
to  the  life  of  the  thing  depreciated.  It  can  not  be  applied  to  a  utility  which 
has  no  definite  or  forseeable  end.  .  .  .  there  is  in  reality  no  such  thing  as 
a  composite  life  of  a  utility.  The  life  of  a  going  plant  extends  on  indelinitelv 
into  the  future  with  no  determinable  eiul,  and  to  base  a  calculation  of  value 
upon  the  assumption  of  a  remainder  of  life  for  the  uitility  as  a  whole,  is  in  the 
face  of  this  fact  an  absurdity. 

"Obsolescence  and  inadefjuacy  aie  caused  not  by  the  consumers  during  the  life 
of  the  equipment  but  by  the  new  demands  and  new  standards  of  the  consumers 
coming  after  specific  equipment  is  abandoned.  .  .  .  Should  it  be  said  that 
1  he  past  consumer  should  pay  in  his  rate  for  the  increased  convenience  of  the 
future  consumer,  or  should  the  charge  for  I  he  abandoned  properly  be  placed,  in 
part  at  least ,  upon  the  real  bi'neficiary  of  I  he  change'.'  .  .  .  the  so-calleil  theor- 
etical depreciation  fund,  if  it  exists  as  a  surplus  ovei- 1  he  needs  of  replacement  re- 
(luircments  and  if  its  amount  is  deducted  from  cost  to  arrive  at  allowed  earning 
cajjital,  is  nothing  but  a  purchase  fund  unwillingly  provided  out  of  their 
legitimate  profits  by  the  owners  of  the  plani  and  nse(i  to  buy  a  part  of  the  plant 
for  the  consumer.  If  the  fund  does  not  exist,  so  much  the  wor.se  for  the  owner. 
.\ttem|)(s  are  made  to  take  away  a  part  of  the  plant  any  w.-iy,  under  the  plea 
that  the  comjiany  should  in  the  ])ast  liave  set  aside  a  fund  to  make  the  purchase 
for  the  consumer.  This,  of  course,  is  said  in  oilier  words  and  oilier  lerms  .-ire 
used,  but  the  result  is  the  same.     .     .     . 

"The  arguments  u.sed  to  show  Ihal  Ihere  couhl  bi-  no  proper  piu-pose  in  cidled- 
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iiig  it  (a  theoretical  dc']ircciatiun  fund)  are  essentially  the  same  as  the  reasons 
advanced  to  show  that  its  calculated  amount  cannot  properly  or  reasonably 
lie  used  to  arbitrarily  decrease  the  earning  power  of  the  investment.     . 

"Capital  is  in  the  service  of  the  public  so  long  as  the  property  representing  it 
is  in  the  service  and  doing  efficient  duty:  and  it  follows  that  returns  must  be 
allowed  on  the  full  ammmt  serving  the  public  or  confiscation  will  result  to 
capital  already  invested  and  new  capital  will  refuse  to  enter.  The  only  time 
when  physical  plant  is  tlepreciated,  or  more  correctly  stated,  when  it  causes 
depreciation,  is  when  it  gives  inefficient  service,  i.  e.,  when  the  investment  in 
it  is  inefficient.  In  such  a  case,  the  remedy  is  not  permanent  reduction  of  re- 
turns to  the  capital  by  reduction  of  the  rates  but  ce.ssation  of  returns,  through 
the  employment  of  earnings  for  rehaliilitation  until  the  plant  and  capital  are 
made  efficient." 

310 — Valuations. 

AccouN"n\(i  Fe.\ture.s  of  Public  Utility  V.\lu.\tion.s,  by  E.  B. 
W.-^DE.  The  Journal  of  Accountancy,  September,  1917,  p.  193.  7§ 
pages. 

The  article  outlines  briefly  the  various  lines  of  work  in  connection  with  the  valua- 
tion of  public  utilities  which  may  be  performed  l)y  accoimtants  or  inwhich  account- 
ants may  collaborate  with  the  valuation  engineers. 


COURT  DECISION  REFERENCES 

112 — Franchises. 

City  of  Wilson  v.  Weber  et  al..  Decision  of  the  Supreme  Court  of 
Kansas,  July  7,  1917,  166  Pacific,  .512, 

The  City  of  Wilson  brought  action  to  en.)oin  the  Wilson  Klectric  Light  Comiiany 
from  an  alleged  illegal  occupation  and  use  of  the  streets  ol  the  city.  The  franchise 
of  the  Company  which  had  been  granted  for  a  term  of  fifteen  years  had  e.xpired 
and  the  city,  having  built  a  nuniicipal  light  and  power  iilant,  did  not  renew  or 
extend  the  franchise.  From  the  company's  plant  in  the  city  of  Wilson,  a  trans- 
mission line  w-as  built  to  the  neighlioring  city  of  Dorrance,  and  the  Company 
furnished  service  in  that  city.  .Vfter  the  expiration  of  the  franchise,  the  Company 
refused  to  remove  its  poles  and  cciuipmcnt  from  the  streets  of  the  City  of  Wilson. 
The  Company  contended  that  its  plant  was  built  mider  a  legal  franchise  and  that 
as  it  is  operating  in  two  cities,  the  system  is  under  the  exclusive  jurisdiction  of 
the  Public  Utilities  Commission.  It  is  claimed  that  no  change  can  be  made,  in 
the  service  or  by  way  of  abandonment  of  service,  that  has  not  been  authorized 
by  the  Commission. 

This  contention  is  not  sustained  by  the  Court.  The  Court  holds  that  there  is  no 
conflict  between  the  powers  of  the  municipality  regulating  the  occupancy  of  its 
streets  Ijy  public  service  companies  and  the  i)owers  granted  the  Commission. 
The  opinion  of  the  court  is  in  part  as  follows: 

"The  question  then  is:  Did  the  legislature  in  the  enactment  of  the  Public 
I'tilities  Act  intend  that  tlie  control  of  the  streets  and  the  granting  of  franchises 
to  persons  or  corporations  to  operate  within  the  city  should  be  tal^en  from  the 
mayor  and  council  on  whom  it  had  been  expressly  conferred  and  give  it  to  the 
Public  Utilities  Commission?  Nothing  in  the  language  of  the  Ctilities  Act 
indicates  such  a  purpose.  That  act  deals  with  rates,  tolls,  and  charges  made 
by  public  utilities  and  common  carriers  and  the  service  rendered  by  them  to 
the  public,  and  also  the  rules,  regulations,  and  practices  pertaining  to  th<> 
service,  giving  the  commission  full  power  and  jurisdiction  respecting  these 
matters.     It  does  not  profess  to  deal  with  the  granting  or  extension  of  charters 
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or  the  grantiiiK  or  roiiowal  of  friinchiscs.  The  commission  has  the  fiilU'sl 
power  to  reguhite  the  service  and  rates  made  and  furnished  by  utilities  and 
public  service  cor|)orations  which  have  been  given  a  franchise  or  right  to 
carry  on  business  with  a  city.  It  is  even  a\ithorized  by  section  31  of  tTie  act 
lo  inquire  into  the  necessity  for  an  additional  jjublic  utility  or  common  carrier 
that  may  apiily  for  an  opportunity  to  do  business  in  the  state;  that  is,  to 
inquire  and  determine  whether  or  not  the  public  convenience  would  l>e  pro- 
moted by  the  transaction  of  business  by  such  added  utility  or  common  carrier. 
But  none  of  these  provisions  nor  anything  contained  in  the  act  hints  at  a 
legislative  purpose  to  give  the  conunission  authority  to  impose  a  franchise 
upon  the  people  of  a  city,  whether  willing  or  imwilling,  nor  to  reanimate  a 
franchise  that  has  expired.  It  can  no  more  grant  or  renew  a  franchise  than 
it  can  create  a  corporation  or  vest  a  foreign  corporation  with  authority  to  do 
business  in  the  state.  Once  a  utility  is  vested  with  authority  to  enter  u]ion 
the  streets,  alleys,  and  public  grounds  of  a  city  and  to  exercise  the  privileges 
conferred  upon  it,  the  commission  may  regulate  the  service,  prescribe  the 
rates,  and  require  the  continuance  of  the  service  at  the  prescribed  rates. 
"That  was  held  in  State  ex  rel.  v.  Postal  Telegraph  Co.,  96  Kan.  298,  150 
Pac.  5-14,  relied  upon  by  the  defendants.  The  telegraph  company  had  been 
authorized  to  do  business  in  the  state,  and  under  the  authority  had  establshed 
its  line  through  the  state,  including  the  city  of  Syracuse,  and  upon  the  claim 
that  the  service  could  not  be  given  except  at  a  loss  it  assumed  to  discontinue 
the  service;  but  it  was  held  that  the  company  was  subject  to  the  control  of 
the  commission  in  the  matter  of  service,  and  could  not  discontinue  it  without 
the  consent  of  the  commission.  There  the  right  had  been  conferred  upon  the 
company  to  do  Ijusiness  in  the  state  and  through  the  city  of  .Syracu.se,  and  it 
had  been  giving  service  under  that  right.  Being  under  the  jurisdiction  of  the 
commission  it  could  not  change  or  dincontinue  the  service  without  the  permis- 
sion of  the  commission.  The  case  involved  a  matter  of  .service  which  the 
telegraph  company  had  undertaken  to  perform  in  Kansas  and  in  pursuance  of 
the  granted  authority.  If  the  company  had  entered  the  state  without  per- 
mission, and  the  Attorney  General  or  the  city  authorities  had  t.aken  steps  to 
oust  the  interloper,  it  could  hardly  have  set  up  the  defense  that  it  was  already 
in  the  state  giving  service  to  the  public,  that  the  control  of  the  service  was  in 
the  Public  Utilities  Commission,  and  that  it  could  not  be  ousted  or  interrupted 
until  the  commission  had  given  its  consent. 

"The  same  may  be  said  of  City  of  Scammon  v.  Gas  Co.,  98  Kan.  812,  160  Pac. 
316,  also  cited  bj'  defendants.  In  that  case  the  gas  company  had  been  granted 
a  franchi.se  to  furnish  gas  to  others,  and  under  the  grant  it  had  laid  pipes  and 
delivered  gas  to  consumers.  It  ceased  to  supply  the  gas  as  it  was  required 
to  do  under  the  franchise  and  its  contract,  and  its  was  held  that  the  matter 
of  restoring  and  continuing  the  .service  was  within  the  jurisdiction  of  the 
Public  Utilities  Commission.  A  wholly  different  controversy  would  have 
been  presented  if  the  gas  company  had  entered  the  city  without  a  franchise, 
and  the  cpiestion  had  arisen  whether  the  mayor  and  council  of  the  city  or  the 
Public  Utilities  Commission  had  the  control  of  the  streets  of  Scammon,  or 
whether  the  commission  could  revive  a  franchise  that  had  expired. 
"The  Legislature,  of  course,  might  have  conferred  upon  the  Public  Utilities 
Commission  the  power  to  control  the  streets,  alleys,  and  jxiblic  grounds  of 
cities,  and  to  grant  franchises  to  public  utilities  to  operate  within  cities,  but 
it  cho.se  to  place  these  powers  in  the  municipal  authorities.  The  powers  which 
were  intrusted  to  the  commission  and  the  scheme  of  control  given  to  it  are 
wholly  inconsistent  with  the  control  of  cities,  or  of  the  streets,  alleys,  .and 
public  grounds  of  cities.  The  Legisl.-iturc  has  expressly  placed  that  control 
in  other  tribunals,  and  the  control  of  rates,  rules,  i)ructices,  and  service  of 
utilities,  to  which  a  franchise  oi-  right  has  been  granted,  has  been  vested  in 
the  commission.  No  ex])ress  repeal  of  the  statute  giving  the  authority  to 
cities  has  lieen  discovered,  and  we  think  none  is  implied.  The  line  of  division 
between  the  two  controls  is  distinct  and  clear,  and  there  is  no  occasion  and 
apparently  no  disposition  for  one  tribunal  to  trench  upon  the  duties  and  powers 
of  the  other." 
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COMMISSION  DECISIONS 

NEW  HAMPSHIRE 

300 — Investment  and  Return. 

Plymouth  Electric  Light  Company,  Investigation  of  a  Proposed 
Increase  in  Rates.  Decision  of  the  New  Hampshire  Public  Service 
Commission,  Granting  Approval  of  Rates.  June  30,  1917.  Reports 
and  Orders,  Volume  VI.     Advance  Sheet  No.  3.  p.  157. 

The  proposed  increase  in  rates  was  designed  to  make  up  for  the  in- 
creased cost  of  coal  and  perhaps  to  some  extent  extra  labor  costs. 

310~Valuation. 

The  Commission  says: 

"An  in\'entory  and  appraisal  were  made  by  our  engineering  depart- 
ment. The  values  applied  were  the  average  for  three  years  prior 
to  October  1,  1916,  so  that  many  of  the  items  would  have  greatly 
increased  values  today. 

The  total  assets  of  the  company  was  placed  at  $29,655.96. 

"The  plant  has  been  built  up  out  of  earnings  from  an  original  in- 
vestment of  §10,000  in  stock  in  1892,  and  so  far  as  definitely  known 
only  one  dividend  has  been  paid  and  that  amounted  to  one  per  cent." 

353— Income. 

The  average  income  of  the  company  for  the  last  three  years  has  been 
•113,420.99,  but  this  included  a  merchandise  and  jobbing  business 
netting  on  the  average  $1,280.57  per  year.  The  average  annual  amount 
available  for  depreciation,  dividends  and  profits  was  $1,455.03. 

"The  merchandise  and  jolibing  business  during  the  calendar  year 
1916  earned  a  profit  of  $3,294.72,  while  the  net  gain  of  the  utility 
as  a  whole  for  the  year  was  only  $358.26.     The  jobbing  business  is 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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not  a  necessary  part  of  the  work  of  an  electric  utility,  and  the  finan- 
cial success  of  the  utility  should  not  depend  upon  such  outside  enter- 
prise. It  is,  however,  a  most  important  feature  of  the  business  of 
this  company  at  present,  and  ]ire\('iited  a  deficit  from  operations 
(hu-ing  the  last  year. 

"The  proposed  increase  is  not  on  a  percentage  basis,  but  the  company 
estimates  that  it  would  amount  to  approximately  twenty  per  cent 
on  the  basis  of  sales  other  than  street  lighting  for  the  year  ending 
June  30,  1916." 

The  leasonableness  of  a  low  contract  rate  to  the  Draper-Maynartl 
Comjiany  was  called  in  question,  and  it  also  appeared  that  the  rates  for 
street  lighting  were  low. 

460 — Value  of  Service  Theory. 

"It  is  a  fundamental  princiiile  of  rate  theory  that  each  class  of  service 
shall  bear  its  share  of  the  burden  of  maintaining  a  public  service 
business  on  a  paying  basis.  There  would  be  no  exception  to  this 
rule  on  the  strict  cost  of  service  theory,  but  it  is  modified  in  [practice 
when  necessary  in  order  to  secure  the  best  results  in  operation,  as 
when  value  of  service  is  the  controlling  factor.  It  is  not  fair  to  the 
jiulilic  to  render  any  service  at  less  than  actual  out-of-pocket  ex]3ense, 
and  to  make  other  rates  higher  to  make  up  the  loss  so  incurred." 

The  company  has  a  contract  with  the  town  for  street  lighting,  but  it 
has  been  furnishing  service  for  extra  hours  and  to  more  lighting  units 
than  called  for  in  the  contract  at  lower  rates  than  those  named  in  the 
contract. 

"The  company  thinks  that  the  excess  of  street  lighting  furnished  is 
not  a  great  expense  as  the  plant  has  to  be  kept  running  all  the  time. 
This  idea  treats  a  portion  of  the  street  lighting  as  an  added  service 
which  when  rendered  at  a  price  above  out-of-pocket  expense  is 
hel]3ful  to  the  other  consumers.  This  may  well  be  true  of  the  4 
kilowatts  extra  installation  due  to  the  excess  in  the  wattage  of  the 
lamps  furnished  over  those  contracted  for,  but  can  hardly  hold  for 
the  entire  17  kilowatts  installation  runnmg  for  a  thousand  extra 
hours  during  the  year. 

"The  present  price  of  coal  adds  $500  or  more  per  year  to  the  cost  of 
street  lighting,  and  the  contract  is  too  low.  Still  the  hghting  now 
furnished  is  greatly  in' excess  of  that  called  for  in  the  contract.  This 
matter  should  be  adjusted.  Either  the  town  should  pay  for  the 
extra  lighting  or  it  should  be  discontinueil.  The  only  perfectly  fair 
basis  for  furnishing  electricity  is  on  a  demand  schedule  with  a  charge 
for  the  amount  of  current  used,  and  all  service  shduld  l)e  nu'lei'cd. 
Since  the  present  schedule  is  not  intended  to  put  the  business  on  a 
strictly  paying  basis  under  the  present  abnormal  conditions  it  can- 
not be  said  that  there  are  losses  in  the  street  lighting  business  which 
arc  to  be  made  up  by  higher  rates  to  the  other  consumers." 

Regarding  the  contract  with  the  Drajjcr-Maynard  Compaii.\-  the 
Commission  says: 
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"The  chief  obstacle  to  moderate  rates  for  electricity  in  Plymouth  is 
the  very  small  use  during  the  day,  or  off-peak  period,  and  this  Draper- 
Maynard  busine-s  is  an  attemjit  to  find  something  for  a  practically 
idle  plant  to  do  even  at  a  small  margin  of  profit. 

"If  this  business  gives  any  margin  over  actual  out-of-pocket  expense, 
it  is  for  the  advantage  of  all  other  consumers  to  have  it  continued. 
As  in  the  case  of  the  extra  street  lighting  the  extra  coal  used  in 
taking  on  this  service  would  be  much  below  the  average  per  kilowatt 
hour,  so  there  can  be  no  serious  loss  in  doing  this  business.  If  there 
is  any  loss  the  other  consumers  must  not  be  required  to  pay  higher 
rates  on  that  account." 

513.8— Block  Meter  Rate. 

"The  final  question  then  is  whether  the  total  amount  proposed  to 
be  collected  for  service  is  reasonable,  and  whether  the  charges  are 
properly  distributed  in  the  proposed  schedule.     The  proposed  in- 
crease of  rates  is  designed  to  meet  increase  of  cost,  so  as  to  pay 
operating  expenses,  and  the  form  of  the  schedide  for  lighting  and 
power  is  of  a  common  type.     The  number  of  blocks  is  unnecessarily 
large  in  both  schedules.     In  our  opinion  three  lilocks  are  preferable 
to  six  or  seven,  but  this  is  not  a  serious  objection.     The  minimum 
charges  in  the  proposed  schedule  are  unusually  high,  as  are  the 
lighting  and  heating  rates,  but  it  does  not  appear  that  an  excessive 
revenue  will  be  recei\'ed.     Minimum  bills  are  well  nigh  universal, 
and  are  nearly  all  monthly.     It  is  a  question  for  consideration  at  a 
later  date  whether  all  minimum  bills  shall  be  on  a  yearly  basis." 
The  load  factor  conditions  and  the  tyjje  of  equipment  in  use  in  the 
company's  plant  render  the  cost  of  production  very  high.     The  Com- 
mission finds  that  the  fuel  costs  are  enormous,  reaching  ten  or  twelve 
pounds  of  coal  to  produce  a  kilowatt  hour,  and  says: 

"This  excessive  cost  must  be  considered  in  placing  a  value  on  this 
plant  for  rate  making  purposes  when  dividends  are  provided  for." 

The  Commission  again  refers  to  the  high  coal  cost  in  its  final  discussion 
of  the  reasonableness  of  the  proposed  rates,  as  follows: 

"This  is  an  emergency  schedule  of  rates,  and  there  is  no  expectation 
that  it  will  be  permanent.  Eighteen  cents  per  kilowatt  hour  is  an 
outrageous  price,  but  it  has  many  parallels  at  this  time.  This 
state  of  affairs  cannot  continue  for  long.  Some  way  must  be  found 
to  avoid  the  use  of  ten  or  twelve  pounds  of  coal  to  produce  a  kilowatt 
hour  of  electricity. 

"The  plant  was  found  by  our  engineer  to  be  in  good  operating  con- 
dition and  well  operated  for  its  type.  But  a  water  power  must  be 
found  within  a  reasonable  time,  or  the  plant  must  be  modernized 
so  as  to  furnish  electricity  at  such  rates  that  all  members  of  the 
community  may  avail  themselves  of  its  use. 

"The  schedule  of  rates  filed  is  allowed  to  become  effective  as  desired 
by  the  company,  in  an  attempt  to  secure  a  return  for  expenditures 
required  to  be  made  in  properly  serving  the  public  under  present 
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foiulitions-.  The  foiimiission  (loul)ts  the  wisdom  of  estahlishiiis  such 
high  rates,  l)iit  does  not  feel  at  hherty,  and  has  not  the  re(niisite 
time,  to  undertake  the  management  of  the  business  to  such  an  extent 
as  to  make  a  schedule  on  its  own  motion.  The  new  schedule  will 
lie  allowed  to  become  effective  as  of  July  1,  1917,  but  the  situation 
will  be  regarded  as  temporary  only  and  will  be  l)orne  in  mind  until 
a  satisfactory  solution  of  the  problem  is  reached." 


NEW  HAMPSHIRE 

631— Cost  of  Supplies     Coal. 

Rockingham  County  Light  and  Power  Company,  Application  For 
Increase  in  Rates.  Decision  of  the  New  Hampshire  Public  Service 
Commission,  Granting  the  Application,  June  26,  1917.  Reports  and 
Orders,  Volume  VI.     Advance  Sheet  No.  3,  p.  1.52. 

The  applicant  filed  an  amendment  to  its  rate  schedules  for  power  service 
providing  for  adjustment  of  the  rate  with  changes  in  the  price  of  coal. 
The  IVIorley  Button  Company  had  entered  into  a  five  year  contract  to 
take  service  under  the  existing  schedule  of  rates  for  industrial  power  for 
24-hour  service  and  it  objected  to  the  amendment  to  the  rates  as  filed. 
The  company  later  agreed  to  withdraw  its  objection  provided  the  change 
did  not  apply  to  its  service  except  for  electricity  used  in  excess  of 
115,200  kilowatt  hours  per  month.     The  Commission  said: 

"We  find  from  the  evidence  that  on  account  of  the  increased  price 
of  coal  since  the  present  rates  went  into  effect,  the  rate  now  sought 
to  be  put  into  operation,  making  the  rate  vary  with  the  price  of  coal, 
is  reasonable  and  just  and  therefore  it  meets  with  our  approval. 
We  further  find  that  this  modification  of  the  existing  schedule  is  not 
rendered  necessary  because  of  this  contract  made  with  the  ]Morley 
Button  company  but  is  due  to  the  abnormal  price  of  coal  at  this 
time.  Therefore,  inasmuch  as  the  rate  given  the  Morley  Button 
com])any  under  its  contract  will  neither  affect  the  service  to  the 
]iul>lic  nor  increase  the  rate  to  other  consumers,  but  will  simply 
affect  the  return  to  the  stockholders  of  the  Rockingham  County 
Light  &  Power  Company,  the  commission  finds  that  agreement 
excepting  from  the  operation  of  the  new  schedule  115,200  kilowatt 
hours  per  month  furnished  to  the  Morley  Button  company  to  be 
just.  In  fact  the  conunission  would  not  feel  justified  in  nullifying 
a  contract  entered  into  in  good  faith  by  a  utility  with  one  of  its 
patrons  for  service  under  existing  rates  for  a  term  of  years,  where 
the  continuance  of  service  untler  the  contract  did  not  in  some  way 
imjiair  the  service  to  the  public  or  increase  the  rates  to  other  con- 
sumers. If  furnishing  the  service  under  the  contract  simply  means 
a  reduction  of  dividends  the  stockholders  must  stand  the  loss." 

The  Commission  ajiproved  the  following  coal  clause: 

"The  price  for  each  kilowatt  hour  of  electric  current  taken  under  any 
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contract  made  under  this  schedule  shall  be  subject  each  month  to 
an  addition  or  a  decrease  of  forty-five  one-thousandths  of  a  cent 
($0.00045)  per  kilowatt  hour  for  each  whole  ten  per  cent  (IC^i)  of 
forty  cents  ($0.40)  of  increase  or  decrease  from  the  normal  price  for 
bituminous  coal  at  four  dollars  ($4.00)  per  long  ton  f.  o.  b.  the  com- 
pany's wharf,  during  that  month." 
In  the  case  of  Industrial  Power  for  24  Hour  Service,  the  following  pro- 
vision was  added: 

"Provided,  however,  that  the  deductions  and  additions  to  running 
costs  herein  provided  for  shall  in  the  case  of  all  contracts  for  power 
made  prior  to  April  27,  1917,  apply  only  to  so  much  of  the  power 
takeii  in  each  month  as  shall  be  in  excess  of  115,200  kilowatt  hours." 

This  provision  affects  only  the  Morley  Button  Company. 

In  the  amendment  to  the  rate  for  Factory  Power,  the  Commission 
added  the  following  provision  to  the  Coal  Clause: 

"Provided,  however,  that  the  deductions  and  additions  to  running 
costs  herein  ]^ro^'ided  for  shall  not  apply  to  unexpired_contracts  made 
prior  to  June  13,  1917.'' 

MICHIGAN 

781    Adequacy  of  Service. 

The  Village  op^  Willl\mson  v.  Williamson  Illuminating  Company, 
Complaint  as  to  Electric  Rates  and  Service.  Decision  of  the  Michi- 
gan Railroad  Commission,  Approving  New  Rates  Filed  by  the  Com- 
pany For  Trial  Period.  January  9,  1917.  Orders  and  Opinions,  Vol.  5. 
Advance  Pamphlet  No.  4.  p.  128. 

The  complainants  asked  for  certain  improvements  in  service  and  for 
change  to  twenty-four  hour  service.  The  Commission  states  that  if 
such  changes  arc  ordered,  there  will  be  an  increase  in  expense  and  natur- 
ally an  increased  charge. 

"However,  we  believe  the  public  know  aliout  how  much  and  what 
cjuality  of  service  it  needs  and  the  jiroper  thing  for  any  pubhc  utility 
to  do  is  to  place  itself  in  a  position  to  comply  with  the  puljlic  demands 
and  then  charge  a  reasonable  rate  therefor." 

511— Flat  Rates. 

The  company  had  in  effect  both  flat  and  meter  rates  for  residence  and 

commercial  lighting  service,  and  the  Commission  said: 

"The  advisability  of  having  in  effect  at  the  same  time  different 
methods  of  measuring  current  as  a  basis  for  the  charge  to  be  made, 
would  appear  to  be  decidedly  ciuestionable  regardless  of  the  fact 
that  both  such  charges  might  be  eciual  and  eciuitable.  In  the  ab- 
sence of  an  application  of  some  uniform  and  generally  accepted 
method  of  measurement  there  is  ground  for  suspicion  that  dis- 
crimination is  being  practised  and  this  condition  has  always  been 
considered  ]iro\ocati\e  of  trouble,  for  the  customers  whose  current 
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is  nioasurctl  and  all  used  charged  for  never  believes  that  he  uses  as 
much  current  or  uses  it  as  long  as  his  neighbor  who  enjoys  the  flat 
rate,  and  the  result  is  a  growing  impatience  and  an  ever  increasing 
dissatisfaction  among  customers  which  same  is  not  conducive  to 
the  best  interest  of  either  customer  or  utility,  and,  therefore,  should 
not  be  continued,  and  if,  as  claimed  by  complainant  this  system  in 
vogue  in  the  present  case,  results  in  some  customers  jjaying  fi\e  and 
six  cents  per  K.  W.  H.,  and  otheis  ten  cents  or  any  higher  rate  jier 
K.  W.  H.,  for  a  like  service  it  would  result  in  discrimination  forbidden 
by  the  statute  and  should  be  discontinued  at  once.  The  mere  fact 
that  some  customers  believe  it  to  be  to  their  advantage  to  be  on  a 
flat  rate  is  not  sufficient  excuse  for  continuing  different  rates  under 
like  conditions  thus  violating  the  law  but  rather  suggests  that  the 
flat  rate  is  lower  and  less  expensive." 


ILLINOIS 

129.4— Refunds. 

Kennedy  Furniture  Company  et  al  v.  Commonwealth  Edison  Com- 
pany, Asking  For  Reparation  of  Certain  Charges  for  Electric  Service. 
Decision  of  the  Illinois  Public  Utilities  Commission,  Ordering 
Eejiaration  in  Some  Cases.  June  29,  1917.  Public  Utilities  Reports, 
19I7F.  p.  81. 

Three  cases  in  which  reparation  of  charges  for  electric  service  was  asked 
were  consolidated  for  hearing.  In  certain  instances  it  appeai-ed  that 
the  complainants  had  received  service  under  a  rate  which  was  in  effect 
a  number  of  years  l)efore  the  Public  Utilities  Commission  Law  became 
effective,  but  which  was  not  on  file  with  the  Commission.  Since  the 
law  became  effective  the  Commonwealth  Edison  Company  did  not 
take  on  additional  business  under  the  rate,  but  the  rate  was  continued 
in  effect  to  a  number  of  consumers  who  were  receiving  service  under 
it  prior  to  January  1,  1914.     The  Commission  says: 

"In  considering  the  situation  as  regards  the  continuation  of  certain 
consumers  under  this  obsolete  rate,  the  Commission  realizes  that 
public  utility  regulation  involves  the  solution  of  many  practical 
problems  which  must  be  handletl  in  a  practical  manner,  divorced 
from  theoretical  technicalities.  This  situation  presents  such  a 
problem.  When  the  Public  Utilities  Commission  Law  became 
effective  January  1,  1914,  many  of  the  utilities  in  the  state  had  in 
effect  rates  which  were  illogical,  unclassified,  and  perhaps  discrimi- 
natory. The  problem  of  swinging  these  rates  into  line  in  conformity 
with  the  law  aiul  the  elimination  of  the  illogical  and  tliscriminatory 
rates  was,  indeed,  a  serious  one,  which  could  not  be  successfully 
solved  l)y  the  utilities  upon  a  moment's  decision.  The  Commission 
can  appreciate  the  difficulty  which  a  utihty  such  as  the  resjtoiulent, 
with  its  diverse  problems  anil  conditions,  would  tloubtless  experience 
in  meeting  this  issue  and  dealing  with  it  by  means  which  would  not 
subject  it  to  severe  criticism.     However,  it  is  apparent  that  in  these 
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cases  under  consideration  the  consumers  would  have  benefited  by 
the  elimination  of  these  nonfilcd  rates  and  the  substitution  of  a 
more  advantageous  filed  rate.  There  is  nothing  in  the  record  which 
would  indicate  that  the  respondent  made  attempt  to  learn,  during 
the  two  years  after  the  Public  Utilities  Commission  Law  became 
effective,"  whether  in  the  cases  of  these  two  consumers  there  was 
opportunity  for  doing  away  with  these  illegal  rates  without  increas- 
ing the  consumers'  bills.  If  conditions  were  different,  that  is,  if 
the  consumers'  bills  would  have  liecn  increased  by  a  refusal  to  longer 
give  service  under  these  rates,  the  Commission  might  presume  that 
the  utility  had  endeavored  to  rid  itself  of  these  objectional)le  ra,tes, 
but  had  "been  unable  to  do  so  without  involving  itself  in  serious 
criticism  or  litigation,  due  to  the  objection  on  the  part  of  the  con- 
sumers. Where,  however,  the  consumers  clearly  would  have  bene- 
fited, such  a  presumption  would  not  be  warranted.  While  some 
question  may  exist  as  to  the  duty  of  a  utility  to  insure  the  most 
advantageous  rate  to  each  consumer  of  its  service,  no  doubt  can  exist 
as  to  the  duty  of  a  utility  to  rapidly  rid  itself  of  these  special  rates 
and  bring  its  practices  into  conformity  with  a  strictly  nondiscrimi- 
natory procedure. 

"The  evidence  in  this  case  discloses  facts  regarding  service  rendered 
in  Chicago  at  rates  which  are  not  filed  with  the  Commission,  of  which 
the  Commission  must  take  cognizance.     The  Commission  lielieves 
that  it  has  been  the  general  intention  of  the  Commonwealth  Edison 
Company  to  eliminate  these  nonfiled  rates  as  rapidly  as  has  been 
consistent  with  the  maintaining  of  good  relations  with  the  public. 
The  Commission  further  belie\es  that  it  should   have    definite  in- 
formation  regarding   all  nonfiled   rates  at   present  in  existence,  in 
order  that  it  may  take  such  action  regarding  them  as  may  seem 
warranted  in  the  premises." 
It  was  ordered  that  reparation  be  madeas  justified  by  the  Commission's 
findings.     The  Commission  also  held  that  the  Commonwealth  Eclison 
Company  should  file  a  statement  in  detail  as  to  service  which  it  is  at 
present  rendering  at  rates  not  on  file  with  the  Commission. 


NEW  YORK 

242 — Hearings. 

Village  of  W.^lton  v.  Walton  People's  Telephone  Company,  Com- 
plaint as  to  Increase  in  Rates.     Decision  of  the  New  York  Public 
Service  Commission  (2  D.),  Dismissing  the  Complaint.     June  26,  1917. 
The  respondent  company  filed  new  rates  representing  increases  over 
those  in  effect.     A  protest  was  filed  by  representatives  of  the  village. 
Regarding  the  burden  of  proof  in  this  case,  the  Commission  says: 
"Except  as  to  common  carriers,  where  the  rule  has  been  modified 
by  statute  laws  of  1914,  Chapter  240,  the  Ijm-den  of  proof  is  upon 
the  complainants  to  show  that  the  rates  are  unjust  and  unreasonable. 
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People  ex  rel.  N.  Y.  C.  &  H.  R.  R.  R.  Co.  v.  P.  S.  C,  159  Appellate 
Division,  546,  affirmed,  215  N.  Y.,  241;  People  v.  P.  S.  C,  169 
Appellate  Division,  448.  Following  the  suggestion  of  the  Court  of 
Apjieals  in  the  case  cited,  the  respondent  was  directed,  first  to 
proceed  with  its  evidence,  and  it  offered  considerable  evidence 
tending  to  show  that  the  new  rates  are  in  themselves  scarcely  suffic- 
ient to  yield  a  fair  return  on  the  value  of  the  property  used  in  the 
public  service.  There  is  no  evidence  to  the  contrary.  They  arc, 
therefore,  not  inherently  unjust  or  unreasonable." 

MASSACHUSETTS 

221.1— Issue  of  Stocks  and  Bonds. 

Turners  Falls  Power  and  Electric  Company,  Application  for  Au- 
thority to  Issue  Stock.  Decision  of  the  Massachu.sett.s  Board  of 
Gas  and  Electric  Light  Commissioners,  Authorizing  the  Issue  of 
Securities.  July  10,  1917.  Pubhc  Utility  Reports,  1917  F,  p.  99. 
The  Company  asked  for  authority  to  issue  capital  stock  for  the  purpose 
of  raising  funds  with  which  to  pay  its  floating  indebtedness  incurred  for 
new  construction,  extensions  and  imiiroveuients.  Among  other  ex- 
penditures there  was  an  item  of  .|1G,769  for  the  erection  of  a  building 
which  had  been  leased  to  a  manufacturing  concern  using  the  company's 
ser\ice.  It  was  urged  at  the  hearing  that  if  the  company  had  not  made 
the  expenditure,  the  manufacturing  concern  might  not  ha^-e  located 
at  Turners  Falls.     The  Commission  said: 

"This  raises  a  cjuestion  as  to  whether  the  Board  .shall  approve  new 
securities  for  an  expenditure  of  this  character  where  the  real  estate 
is  to  be  occupied  by  a  prospective  user  of  the  company's  electric 
power.  Without  entering  into  any  extended  discussion  of  this 
matter,  it  is  sufficient  for  the  purposes  of  this  decision  to  say  that 
the  Board  is  of  the  opinion  that  it  should  not  be  represented  in  per- 
manent securities  and  has  excluded  it  from  consideration  in  arriving 
at  the  amount  of  stock  hereinafter  appro\cd." 

CALIFORNIA 

221.1 — Issue  of  Stocks  and  Bonds. 

Southern  Counties  Gas  Company  of  California,  Application  For 
Authority  to  Issue  Certain  Securities.  Decision  of  the  California 
Railroad  Commission,  Fixing  Terms  and  Conditions.  August  15, 
1917. 

366— Depreciation  Funds. 

In  discussing  the  application  for  authority  to  issue  bonds,  the  Com- 
mission notes  that  the  comjiany  has  not  estabhshed  a  depreciation 
I'cserve  fund,  and  says: 

"From  the  report  rccei\-ed  from  this  comiian\-,  it  is  evident  that  its 
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plant  is  kept  in  good  condition,  the  company  having  reported  from 
time  to  time  the  expenditures  of  large  sums  of  money  for  replace- 
ments and  upkeep.  To  the  ])resent  time  the  company  has  made  no 
pi-ovision  for  a  reser\e  for  accrued  depreciation.  While  a  part  of  the 
sums  expended  for  upkeep  and  replacement  may  be  properly  charge- 
able to  depreciation,  and  the  amount  set  aside  for  a  reserve  for 
accrued  depreciation  diminished  proportionately,  nevertheless  I  am 
of  the  opinion  that  such  a  reserve  should  be  established  and  the 
company  has  agrectl  to  establish  the  same  on  January  1,  1918,  and 
make  proper  pro\ision  for  depreciation  thereafter.  The  amount  of 
such  reserve  and  the  method  of  establishing  it,  may  be  taken  care  of 
by  a  subsequent  order  of  the  commission.  The  jaostponement  of  the 
establishment  of  a  reserve  for  accrued  depreciation,  is  recommended 
to  the  connnission  upon  the  specific  understanding  which  I  have  had 
with  this  comj^any,  that  no  dividends  will  be  paid  until  provision  for 
depreciation,  satisfactory  to  this  commission,  has  been  made." 


MICHIGAN 

221.1— Issue  of  Stocks  and  Bonds. 

New  York  Central  R.\ilkoad  Company,  Application  For  Approval 
of  the  Issue  of  Equipment  Trust  Certificates.  Decision  of  the  Michi- 
gan Railroad  Commission,  Granting  the  Application.  .January  12, 
1917.     Orders  and  Opinion,  Vol.  5.     Advance  Pamphlet  No.  4.  p.  44. 

The  petitioner  states  that  it  is  in  need  of  additional  equipment  and 
asks  for  authority  to  enter  into  an  eciuipment  trust  agreement  with  a 
trust  company  for  the  purpose  of  securing  the  necessary  funds  for  the 
purchase  of  such  equipment.  The  Connnission  discusses  its  powers 
and  duties  in  the  matter  of  passing  upon  the  application  as  follows: 

"The  Commission  is  of  the  opinion  that  it  is  without  authority  to  in- 
quire into  the  various  questions  touching  the  legality  of  the  organiza- 
tion of  the  petitioning  corporation,  or  as  to  whether  the  Board  of 
Directors  of  petitioner  was  legally  or  properly  chosen.  If  these  con- 
ditions exist,  they,  undoubtedly,  can  lie  inquired  into  in  a  proper 
proceeding  before  the  proper  tribunal.  This  Commission  is  an 
administrative  body,  exercising  no  judicial  functions,  and  having  only 
such  authority  as  is  vested  in  it  by  the  Statutes  of  the  State  of  Alichi- 
gan,  and  exercising  authority  in  a  proceeding  of  this  nature  only  by 
virtue  of  Act  144  of  the  PuIjHc  Acts  of  1909,  as  amended.  It,  there- 
fore, rests  with  the  Commission  only  to  determine  whether,  (a)  use 
of  the  property  to  be  acquired,  to  be  secured  by  the  issue  of  the 
equipment  trust  certificates,  is  reasonably  reciuired  for  the  purposes 
of  the  New  York  Central  Railroad  Company;  (b)  if  the  funds  derived 
from  the  issue  of  the  certificates  are  to  be  applied  to  lawful  pur- 
poses, and  (c)  if  the  issue  and  amount  is  essential  to  the  successful 
carrying  out  of  such  purposes. 
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"We  are  not  impressed  with  the  claim  of  objectors,  with  respect  to 
the  necessity  of  purchasing  the  ccjuipnient  in  question.  It  is  said 
that  the  petitioning  company  is  possessed  of  sufficient  equipment  to 
handle  its  business  under  normal  conditions,  and  this  may  be  true, 
although  no  evidence  in  support  of  such  claim  was  offered  at  the 
hearing;  however,  if  we  proceed  ujjon  this  assumption,  we  are  not 
prepared  to  say  that  petitioner  should  be  com]X'lled  to  own  only  such 
equipment  as  may  be  necessary  to  successfully  carry  on  its  business 
under  normal  conditions.  On  the  contrary,  we  are  impressed  with 
the  thought  that  petitioner  should  be  possessed  of  sufficient  eciuip- 
ment  to  reasonably  carry  on  passenger  and  freight  traffic  under 
conditions  as  they  exist,  whether  they  be  normal  or  abnormal,  and 
furthermore,  it  is  not  within  the  pro\ince  of  this  Commission  to 
substitute  its  judgment  for  that  of  the  Directors  of  petitioner  in  the 
conduct  of  its  ordinary  Inisiness  affairs,  in  matters  of  business  dis- 
cretion. 

"The  only  other  question  presented  by  the  record  is  as  to  whether 
this  Commission  would  be  justified  in  refusing  the  relief  sought,  for 
the  reason  that  petit'oner  is  possessed  of  other  property  which  it 
might  dispose  of  and  thus  avoid  the  necessity  of  the  issuance  and  sale 
of  the  certificates  in  question. 

"The  words  'necessity'  and  'essential',  found  in  the  statute  here  under 
consideration,  are  not  synonymous  with  indispensable. 

"Michigan  State  Telephone  Co.  vs.  Michigan  Railroad  Commission; 
(Michigan  Supreme  Court,  Decided  December  21,  1916.) 

Commissioner  of  Parks  vs.  Moesta,  91  Mich.  149. 

"Hence,  it  follows  that  it  is  not  the  duty  of  this  Commission,  in 
passing  upon  an  application  of  this  nature,  to  determine  that  per- 
liaps  some  other  method  might  have  been  devised  whereby  the  equip- 
ment could  be  secured,  other  than  by  the  issuance  and  sale  of  trust 
certificates. 

"As  l)efore  stated,  this  Commission  does  not  possess  judicial  power, 
and  it  is  not  within  its  province  to  determine,  especially  in  a  proceed- 
ing of  this  kind,  whether  petitioner  is  unlawfully  possessed  of  other 
properties,  in  violation  of  law,  and  whether  petitioner  shoulil  be 
compelled  to  divest  itself  of  such  ownership.  It  is  likewise  i>ossible 
that  petitioner  is  possessed  of  funds  sufficient  to  purchase  outright, 
for  cash,  the  equipment  in  question,  but  it  is  hardly  within  the  prov- 
ince  of  this  Commission  to  take  upon  itself  the  management  of  the 
business  of  this  company,  and  say  what  policy  should  be  pursutxl  in 
in  that  respect. 

"We  are  of  the  opinion  that  the  acquisition  of  the  equipment  in 
question  is  reasonably  necessary  for  the  purposes  of  petitioner;  that 
the  issue  and  sale  of  the  equipment  trust  certificates  is  a  proi)er 
method  of  securing  the  moneys  with  which  to  purchase  said  equip- 
ment, and  that  the  proceeds  derived  from  such  sales  are  to  be  used 
for  a  lawful  puri)ose." 
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Again,  in  passing  upon  an  ajDplication  of  the  same  company  for  authority 
to  issue  additional  capital  stock  for  the  purpose  of  reimbursing  its 
treasury  for  moneys  expended  on  capital  account  within  the  last  pre- 
ceding five  years,  but  not  heretofore  capitalized,  the  Commission  said: 
"It  was  not  the  legislative  intent  in  creating  this  Commission  that  it 
should  sui^plant  the  corporation  in  the  management  of  its  business 
affairs,  but  only  that  it  should  reasonably  regulate  such  manage- 
ment in  those  matters  wherein  the  public  is  concerned.     In  other 
words,  it  is  not  within  the  province  of  this  Commission  to  take  upon 
itself  the  internal  management  of  corporate  business.     The  Com- 
mission's authority  is  derived  alone  from  the  statutes;  hence,  in 
determining  with  respect  to  corporate  expenditures,  this  Commission 
is  limited  to  a  determination  as  to  whether  the  expenditures  were 
legal  and  such  as  might  have  reasonably  been  made  by  the  corporate 
management." 

(Pamphlet  No.  4,  p.  63). 

REFERENCES 
RATES 

224— Rates. 

Why  Present  Fare  Regulation  System  Should  be  Changed.  Elec- 
tric Railway  Journal,  September  15,  1917.     p.  438.     3  pages. 

A  report  is  given  of  the  speech  made  by  M.  C.  Brush,  President  of  the  Boston 

Elevated  Railway,  before  the  Massachusetts  legislative  recess  commission  which 
is  investigating  the  present  electric  railway  economic  situation.  Mr.  Brush 
advocates  a  change  in  rate  regulation.  Under  the  present  system  the  burden  is 
upon  the  company  of  showing  that  fare  increases  are  necessary.  A  company 
facing  a  serious  decline  in  earning  power  applies  to  the  Commission  for  relief  and 
the  case  is  suspended  until  the  company  can  accumulate  figures  indisputably 
showing  its  serious  condition.  Mr.  Brush  stated  that  electric  railways  should 
have  the  right  to  initiate  new  tariffs,  these  to  be  subject  to  later  change  by  the 
Commission  if  found  to  be  unreasonable. 

He  says  in  part  that  the  Public  Service  Commission  should  be  a  commission  of 
supervision  and  not  of  administration,  for  there  cannot  be  successful  administra- 
tion of  private  capital  by  public  authorities  without  direct  responsibility  to  the 
person  who  furnished  the  capital  that  makes  the  business  possible. 

The  investor  must  be  permitted  to  run  his  business  according  to  his  best  judginent, 
and  sell  his  goods  at  such  prices  as  will  render  a  reasonable  return  on  the  invest- 
ment, provided  he  conducts  himself  at  all  times  in  accordance  with  the  law  of 
the  comnumity.  He  must  be  so  allowed  at  least  vmtil  he  is  shown  to  be  in  error 
by  a  proper  authority,  and  then  the  same  authority  should  prescribe  the  changes 
he  must  make  in  his  practices  or  administration  and  assure  the  conserving  of  his 
interests. 

PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

Railroad  and   Public   Service  Commission  of  Montana.     Annual 

Reports,  1913-1916.     2  Volumes.     258  and  382  pages  respectively. 

In  addition  to  the  published  report  of  the  Montana  Public  Service  Commission 
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noted  in  tho  list  of  Official  Publications  of  State  Commissions,  11  Hate  Research 
351,  later  reports  have  been  receivetl. 

The  Second  Annual  Report  of  the  Public  Service  Commission  coniliined  with  tlio 
Seventh  Animal  Report  of  the  Railroad  Commission  contains  decisions,  and 
company  statistics  for  the  two  year  period  1013-1914,  and  the  Third  Annual 
Report  of  the  Public  Service  Commission  combined  with  the  Annual  Report  of 
the  Railroad  Commission  contains  the  decisions  of  the  commission  and  company 
statistics  for  the  two  year  period  ended  November  30,  1916. 

252 — Commission  Annual  Reports. 

Tenth  Annual  Report  of  the  Oregon  Public  Service  Commission, 
December  15,  1916.     248  pages. 

The  annual  report  contains  decisions  handed  dowii  by  the  Commission  during  the 
year,  and  a  summary  of  the  annual  reports  made  to  the  Commission  by  carriers 
and  public  utilities  subject  to  its  jurisdiction. 

252 — Commission  Annual  Reports. 

New  Jer.sey  Board  of  Public  Utility  Commissioners.  Statistics  of 
Public  Utilities  for  the  Year  1915.     234  pages. 

This  report  contains  statistics  of  all  the  companies  under  the  jurisdiction  of  the 
Board.  In  a  table  showing  miscellaneous  statistics  for  electric  light  and  power 
companies  the  net  rates  are  given  for  both  lighting  and  power  service. 

COURT  DECISION  REFERENCES 

112 — Franchises. 

Memphis  Electric  Light,  Heat  and  Power  Co.  v.  City  of  Memphis 
et  al.,  Decision  of  the  Supreme  Court  of  Missouri,  July  2,  1917. 
Motion  for  Rehearing  Denied,  July  14,  1917,  196  Southwestern,  1113. 

The  Memphis  Electric  Light,  Heat  and  Power  Company  brought  suit  to  enjoin 
the  city  from  issuing  and  selling  bonds  voted  in  1916  for  the  purpose  of  erecting 
a  municipal  light  plant.  In  1912  the  company  was  granted  a  twenty  year  franchise. 
The  franchise  specifically  provided  that  "this  ordinance  shall  not  be  construed 
as  being  an  exclusive  franchise."  It  reserved  to  the  city  the  right  to  purchase 
appellant's  plant  at  any  time  it  desired  and  specified  the  manner  in  ^yhich  the 
value  of  the  property  should  be  determined  in  case  of  purchase  Ijy  tho  city.  The 
company,  in  opposing  the  city's  efTorts  to  provide  for  a  municipal  plant,  contends 
(1)  that  the  exclusion  of  tho  city  from  competition  with  appellant  is  implied  from 
the  fact  that  appellant's  franchise  woidd  be  valueless  unless  the  city  is  so  excluded; 
and  (2)  that  the  reservation  by  the  city  of  a  right  to  purchase  appellant's  plant 
implies  an  obligation  to  do  so  in  case  the  city  desires  to  acquire  a  plant  of  its  o\\-n 
during  tho  life  of  appellant's  franchise. 

The  Court  said: 

"A  city  invested  with  the  power  to  do  so  and  having  entered  into  a  contract 
with  a  light  company  whereby  it  agrees  not  to  erect  or  acciuire  a  competing 
jilant  mav  lie  enjoined  from  violating  such  contract.  Walla  Walla  v.  Walla 
Walla  Water  Company,  172  U.  S.  1,  10  Sup.  Ct.  77,  43  L.  Ed.  341:  Vicksburg  v. 
Waterworks  Co.,  202  "U.  S.  453,  26  Sup.  Ct.  660,  50  L.  Ed.  1102,  6  Ann.  Cas. 
253. 

"The  franchise  involved  in  this  case  expressly  i)rovides  that  it  is  not  to  be 
construed  as  exclusive.  It  contains  no  language  expressly  prohibiting  the  city 
from  exercising  its  power  to  construct  and  operate  a  lighting  plant  during  the 
franchise  term.     It  simply  grants  to  appellant  the  right  to  operate  its  plant 
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during  20  years.  Had  appellant  desired  to  exclude  the  city  from  competition 
with  it,  assuming  the  city  is  empowered  to  contract  to  abstain  from  such  com- 
petition, it  siiould  have  sought  a  franchise  plainly  affecting  that  result.  The 
contract  it  secured  does  not  do  so  antl,  whatever  the  effect  upon  appellant  may 
be  of  competition  with  a  municipal  plant,  we  cannot  now  add  to  the  franchise 
stipulations  the  parties  did  not  insert  when  they  framed  it. 
"The  argument  that  the  city's  right  to  purchase  raises  an  obligation  to  do  so 
in  case  the  city  is  to  acquire  a  plant  at  all  during  the  franchise  term,  is  clearly 
untenable.  That  provision  of  the  franchise  merely  gives  the  city  an  option  it 
may  or  may  not  exercise,  as  it  sees  fit.  There  is  nothing  in  the  language  of 
this  section  of  the  franchise  ordinance  which  hints  at  any  obligation  upon  the 
part  of  the  city  to  purchase,  or  at  any  restriction  upon  the  city's  power  to  erect 
a  plant  of  its  own. 

"Apiiellant's  franchise  contains  nothing  excluding  the  city's  power  to  construct 
a  plant  of  its  own.  No  such  exclusion  can  be  implied.  No  rights  of  appellant 
are  infringed  by  the  city's  doing  that  which  the  contract  between  it  and  ap- 
pellant left  it  free  to  do." 

221.1— Issue  of  Stocks  and  Bonds. 

People  cx  lel.  Kings  County  Lighting  Co.  v.  Str.\us  et  al.  Decision 
of  the  New  York  Supreme  Court,  Appellate  Division,  First  Depart- 
ment.    July  13,  1917.     166  New  York  Supp.  196. 

An  order  of  the  New  York  First  District  Commission  authorized  the  Kings  County 
Lighting  Company  to  issue  a  certain  amount  of  long-term  bonds  imposing  condi- 
tions which  the  Comp.any  was  unwilling  to  accept.  The  Company  brought  the 
order  into  the  Court  for  review.  The  provision,  to  wdiich  the  Company  objects, 
was  that  the  money  from  the  issue  of  bonds  was  to  be  used  "only  to  make  good 
depreciation  in  the  property  of  the  Company."     The  Court  says: 

"It  appears  from  the  evidence  before  the  Commission  and  now  brouglit  up  by 
the  writ  of  certiorari  that  only  a  portion  of  the  money  expended  for  capital 
purposes,  and  for  which  it  is  sought  to  issue  bonds,  was  derived  from  the  de- 
preciation account;  the  major  part  consisting  of  income.  The  result  of  the 
Commission's  order  will  be,  if  enforced,  to  turn  all  this  income  into  the  depre- 
ciation accoimt,  and  prevent  its  u.se  for  the  lawful  purposes  to  which  incorne 
may  be  applied.  This  the  relator  claims  is  imauthorized.  To  pass  upon  this 
question  requires  a  brief  consideration  of  the  creation  of  the  depreciation  fund. 

222.1— Form  of  Accoimts. 

"Section  66  of  tlie  Public  Service  Law  authorizes  the  Commission  to  prescribe 
uniform  methods  of  keeping  accounts,  records  and  books  to  be  observed  by 
gas  corporations.  The  Commission  adopted  by  an  order  of  December  8,  1908, 
a  uniform  system  of  accoimts,  which  was  applicable  on  and  after  January  1, 
1909,  for  all  gas  corporations,  including  this  company.  The  requirements  of 
the  .system  of  accounts  have  the  force  of  law.  People  ex  rel.  Bridge  Operating 
Co.  V.  P.  S.  C.  153  App.  Div.  129-137,  138  N.  Y.  Supp.  434. 

"At  all  events,  the  relator  accepted  the  order  and  acted  under  it,  .and  makes 
no  complaint  concerning  it.  This  order  for  a  system  of  accounts  required 
that,  when  fixed  capital  is  retired  from  service,  depreciation  applicable  to  the 
period  .after  December  31,  1908,  is  to  be  charged  to  the  depreciation  reserve, 
and  that  imtil  otherwise  ordered  the  amoimt  estimated  to  be  necessary  to 
cover  such  depreciation  month  by  month  is  to  be  based  on  a  rule  determined 
by  the  company,  which  rule  may  be  amended.  The  relator  filed  a  rule  providing 
for  the  retention  of  8  cents  per  1,000  culjic  feet  of  gas  sold,  and  from  .January 
1,  1909,  to  July  1,  1916  made  its  charges  to  operating  expenses  and  its  credit 
to  accrued  amortiz.ation  of  capital  upon  that  basis." 
Subsequently  the  company  provided  for  a  charge  of  II5  cents  per  1000  cubic  feet 
of  gas  sold  to  the  account  of  "General  Amortization— G.as",  and  stated  that  this 
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is  not  in  excess  of  a  proper  charge  for  depreciation. 

366 — Depreciation  Funds. 

"It  was  not  the  practice  of  the  rehitor  to  set  aside  in  a  specific  fund  any  cash 
or  securities  representing  this  depreciation  reserve,  but  instead  the  same 
appeared  and  was  taken  care  of  in  the  bookkeeping  by  deduction  from  its 
fixed  capital." 

The  Court  points  out  that  the  expenditure  from  income  upon  which  the  company 
based  its  application  for  authority  to  issue  the  securities  in  question,  added  to  the 
value  of  the  fixed  capital,  and,  as  it  w.as  the  practice  of  the  relator,  as  above 
stated,  not  to  set  aside  any  specific  fund  for  depreciation,  but  to  cover  the  item 
b.v  a  bookkeeping  charge,  which  decreased  the  fixed  capital,  a  certain  part  of 
this  expenditure,  represented  depreciation. 

"While  the  sum  comes  from  income  in  the  first  instance,  it  was,  as  a  matter 
of  bookkeeping,  set  aside  to  depreciation,  and,  similarly,  as  a  matter  of  book- 
keeping, came  out  of  the  fixed  capital,  for,  according  to  the  rule  filed  by  the 
relator,  it  was  necessary,  and  it  was  its  practice,  to  deduct  from  fixed  capital 
the  amoimt  requisite,  at  the  8-cent  rate,  to  represent  the  depreciation  fund. 
Therefore,  if  the  relator  were  to  be  permitted  to  issue  bonds  to  reimburse  it 
for  these  expenditures  from  income,  including  this  sum  of  $48,209.16  (deprecia- 
tion imder  the  company's  8  cent  rule)  it  would  in  effect  be  permitted  to  capital- 
ize this  depreciation  fund  and  create  an  obligation  of  the  company  to  that 
amoimt.  This  would  be  tantamount  to  permitting  the  relator  to  borrow  money 
for  the  purpose  of  providing  for  a  depreciation  fund,  a  practice  unsoimd  in 
principle,  and  one  which  not  only  nullifies  the  requirement  for  the  creation 
of  this  reserve,  l)Ut  which  w'ould  ultimatel.v  lead  a  company  into  a  serious 
financial  condition.  The  Commission,  therefore,  was  naturally  willing  only 
to  permit  the  treasury  to  be  reimbursed  by  an  issue  of  bonds  on  condition  that 
such  part  of  the  proceeds  as  were  equivalent  to  the  simi  .spent  out  of  the  depre- 
ciation reserve  should  be  restored  to  that  reserve,  and  it  coupled  its  permission 
with  such  a  condition. 

"It  is  quite  true  that  the  Commission  has  no  authority  to  dictate  as  to  how- 
money  in  the  treasury  of  a  public  service  corporation  shall  be  disbur.sed,  and 
that  if  a  corporation  is  actually  entitled  to  issue  bonds  the  Commission  has 
no  power  to  affix  as  a  condition  some  act  that  it  has  no  jurisdiction  to  compel. 
Nevertheless,  the  Commission  has  power,  in  an  order  granting  consent,  to 
imiiose  a  condition  based  upon  facts  which  justifv  the  order  with  the  condition. 
People  ex  rel.  Binghampton  v.  Stevens,  203  N.Y.  7,  20,  96  N.  E.  114.  That 
is  to  say,  the  Commission  would  have  been  compelled  to  deny  the  application 
to  issue  bonds  to  reimburse  the  treasury  for  money  spent  out  of  the  deprecia- 
tion fund,  whereas,  it  would  have  been  not  only  justified,  but  reciuired,  to 
i.ssue  its  consent,  if  such  had  not  been  the  fact.  The  moment  the  depreciation 
fund  was  made  good  to  the  amount  required  by  the  rule  filed  by  the  relator, 
there  was  no  objection  to  authorizing  an  issue  of  bonds  to  reimliurse  the  treasvu'y 
for  any  expenditure  actually  made  from  income.  In  other  words,  the  condition 
was  ba-sed  upon  the  facts  which  justified  the  order,  and  without  such  condition 
the  application  must  have  been  denied." 

The  Commission,  however,  had  estimated  the  amount  to  be  considered  as  depre- 
ciation at  the  rate  of  114  cents  for  the  entire  period  from  1909. 

"There  was  no  legal  justification  for  the  Commission  so  doing.  The  company 
was  entitled  under  the  law  to  fix  its  own  rule  or  rate  of  depreciation,  and  it 
fi.xed  the  same  at  8  cents.  In  no  event  could  the  Commission,  without  taking 
an  independent  proceeding  against  the  relator,  in  which  the  relator  would 
have  notice  and  .an  opportunity  to  defend  itself,  make  an  order  recpiiring  it  to 
change  its  whole  system  of  accounting,  and  put  its  de))reciati(m  charge  upon 
some  other  basis  than  that  adopted  by  the  company  under  the  law  and  the 
earlier  order  of  the  Commission." 

The  order  of  the  Commission  is  to  be  modified  according  to  the  findings  of  the 
Court. 
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627 — Conjunctional  Use 
628— Quantity  Use 

133 

629— Competition 

312 

630— Cost  of  Supplies 

126,  157,  205,  255,  301,  313,  340 

631— Coal 

135,  147,  US,  153,  170,  179,  190,  195,  190,  212,  213,  237,  248,  271,  282,  361,  371,  372,  390 

650 — Discrimination 

700— SCHEDULES  AND  SERVICE 

710— SCHEDULES 

711— Form  of  Schedules 
712— Publicity  of  Schedules 

54,  116 

713— Filing  of  Schedules 

714 — Notice  for  Change  of  Rate 

715--Time  of  Effect 

720— RATE  SCHEDULES 

3    19   21,  23,  35,  38,  52,  99,  101,  102,  131,  133,  152,  163,  164,  181,  183,  185,  196,  197,  198,  211,  212,  243,  247 
251,282,291,301,310,341,358 

729 — Maximum  Rate 

730    TERMINOLOGY 

731— Electric  Definitions 
733— Classifications 

733.1 — Dewey  Decimal  System 

733.2— Rate  Research  System 

735 — Technical  Data 

735.1— Moonlight  Schedules 
735.2— Daylight  Schedules 
735.5— Meters 

95,  144 

738— Bibliographies 
739— General  Data 

740— COMPANY  DATA 

750  COMPARATIVE  COMPANY  DATA 

31,  95,  159 
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780— SERVICE 

781— Adequacy  of  Service 

a9i 

781.1 — Increase  of  Facilities 
781.2— Ownership  of  Meters 
781.5 — Inductive  Interference 
782— Efficiency 

782. 1— Regularity 
782.2— Voltage  Regulation 
782.5— Lamp  Efficiency 

144,  191.  2SS 

783— Safety  of  Service 

S,  64,  96,  319 

783 . 1 — Inspection 

300 

783.2 — ^Reports  of  Accidents 

783.9 — Smoke  and  Health  Regulation 

785— Accuracy  of  Standards 

786 — Tests  and  Accuracy  of  Meters 

788^Service  Rules 

789— Kind  of  Service 

800-MUNICIPALITIES 
810— MUNICIPAL  OR  LOCAL  REGULATION  OF  UTILITIES 

46,  4.S,  74,  95,  112,  266.  307 

820— STATE  REGULATION  OF  MUNICIPAL  UTILITIES 
830— PUBLIC  OWNERSHIP 

32,  45,  60,  61,  74,  12.S,  143,  1,59,  174,  205,  281 

831— Purchase  by  Municipality 

24,  15S 

831.1 — Muncipal  Bond  Issues 

205 

831.9 — Municipalities — Liability  for  Damage 
840— PUBLIC  OPERATION 

208 

890— MUNICIPAL  STATISTICS 


900— GENERAL 

15,  32,  61,  144,  1,59,  256,  28,5,  303,  319 

910— PROMOTION  AND  GROWTH  OF  BUSINESS 
920— ECONOMY  AND  EFFICIENCY 

32,  61,  1,59,  191,  207,  256,  262 

930— ISOLATED  POWER  PLANT  COMPETITION 

16,  161] 

950— PROGRESS  IN  THE  ART 

960— CO-OPERATION 

970— COLLATERAL  BUSINESS  OF  UTILITIES 

980— PUBLIC  RELATIONS 

96,  2,S5,  301,  3(i.S 

990- EMPLOYES 

10,  79 
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Page. 

Birmingham  Railway,  Liglit  &  Power 
Co.  Clianges  in  rates  for  electric 
.service.      May,    1917 1S.3 

Blackstone    Valley    Gas    &     Electric 

Co.      Coal  clau.se.     July  25,   1917 282 

c 

California-Oregon  Power  Co.  Rates 
for  electric  and  water  service. 
September    1,    1917 344,  355 

Charleston  Consolidated  Railway  & 
Lighting  Co.  Coal  Clause  ap- 
plicable to  power  rates.  Septem- 
ber,   1917    372 

Cleveland  Electric   Illuminating  Co. 
Commercial  light  and  power  rates. 

May    1,    1917 101 

Rates  and  coal  clause  for  service 
to  electric  railways.  March  15, 
1917    51 

Co'orado  Springs  Light,  Heat  & 
Power  Co.  Rates  for  gas  and 
electric  service.     August    1,   1917...     339 

Columbus  Railway,  Power  &  Light 
Co.  Rates  for  electric  service. 
June    21,    1917 243 

Commonwealth  Edison  Co.  Rates  for 

regular  power  service.     May  1,  1917      102 

Consolidated  Gas,  Electric  Light  & 
Power  Co.  of  Baltimore.  Electric 
rate  schedules.     May,  1917 35 


Detroit  Edison  Co.  Rates  for  resi- 
dence   lighting.      July    1,    1917 Ifi3 

f 

Ediaon  Electric  Illuminating  Co.  of 
Brocton,    Mass. 

Electric   rates.      April   1,    1917 21 

Coal    clause    195 

Edison  Electric  Illuminating  Co.  of 
Brooklyn.  Coal  clause.  June  30, 
1917    -212 

Erie  County  Electric  Co.  Coal  clause 
in  wholesale  power  schedule.  June 
1,    1917    179 

Erie  Lighting  Co.  Coal  clause  in 
wholesale  power  schedule.  June  1, 
1917    179 

F 

Fall   River   Electric    Light    Co.      Coal 

clause.     July  1,   1917 147 

J 

Janesville  Electric  Co.  Residence 
rates.     April  1,  1917 148 

K 

Kansas    City    Light     &     Power     Co. 

Electric   rates.      June   1,    1917 104 


L 

Lincoln  Water  &  Light  Co.  Electric 
rates  for  seasonal  service.  May 
15,   1917   115 

Louisville  Gas  &  Electric  Co.  Resi- 
dence lighting  rates.     May  1,   1917        19 

Lowell    Electric    Light    Corp.      Coal 

clause    371 

HI 

Narragansett    Electric    Lighting    Co. 

Power    rates.      April,    1917 23,  1S5 

New  Bedford  Gas  &  Edison  Light  Co. 

Electric  .  rates,    March    15,    1917 3 

New  York  Edison  Co. 

Re    withdrawal   of   offer    to   reduce 

rates.     July  1,  1917 164 

Reduction   of   maximum    rate.    July 

1,    1917    211 

New  York   &   Queens   Electric   Light 

&   Power   Co.      Rates   for  electric 

lighting  and  power.     May  28,  1917...     212 

P 

Penn    Central    Light    &    Power    Co. 

Electric   rate   schedules.      June   21. 

1917     ISl 

Peoples   Light   Co.      Change  in   retail 

power    rate    1S5 

Pittsfield  Electric  Co.     Power  rates 

with   coal   clause.      July   1,    1917 196 

Portland  Railway,  Light  &  Power  Co. 

Residence    lighting    and    commercial 

power  rates.     May  19,   1917 131 

Commercial  lighting  rates.     June  9, 

1917    197 

s 

Springfield  Light,  Heat   &   Power  Co. 

Electric   rates.      July   1,    1917 291 

1/ 

Union  Electric  Light  &  Power  Co. 
St.  Louis,  Mo.  Electric  rates.  May 
1,    1917    99 

Utica    Gas    &    Electric    Co.      Power 

rates.      May   2,    1917 •    52 


Virginia  Railway  &   Power  Co.     Coal 

clause.     May  15,  1917 148 

w 

Wisconsin   PubUc   Service   Co.      Rates 

for  Ughting  service 323 

Wisconsin-Minnesota  Light  &  Power 
Co.  Rates  for  commercial  light- 
ing in  Mondovi,  Wis.     March  5,  1917..     251 


Yonkers  Electric  Light  &  Power  Co. 
Primary  lighting  and  power  rate 
with   coal   clause 196 
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Courts  and  Commissions 

a 

Alabama — Ptailroad  and  Public  Service 
Commission.  Annual  Report.  1915 
and    1916    368 

Arizona  —  Corporation  Commission, 
et  al.,  Van  Dyke  v.  Decision  of 
United  States  Supreme  Court  re 
definition   of   public   service 192 

c 

California — District  Court,  N.  D., 
California,  S.  D.  United  Railroads 
of  San  Francisco  v.  City  and  Coun- 
ty of  San  Francisco,  et  al.  Re 
construction    of    company's    rights 

under    franchise    223 

California — District  Court,  S.  D., 
California,  S.  D.  Los  Angeles  Gas 
&  Electric  Co.  v.  City  of  Los 
Angeles.  Re  right  of  city  to  order 
removal  or  relocation  of  company's 

liroperty  in  street 266 

California — Railroad  Commission. 
Calistoga  Electric  Co.  v.  Napa  Val- 
ley   Electric    Co.       Re    commis- 
sion's jurisdiction  over  contracts 

between    companies    230 

Coast  counties  Gas  &  Electric  Co. 
v.  Sierra  and  San  Francisco 
Power  Co.     Re  protection  from 

competition    9 

Cuttle    et    al.    v.    Hanford    Gas    & 

Power  Co.  Re  rates  and  service  5 
Great  Western  Power  Co.    Re  pro- 
tection   from    competition 374 

Los  Angeles,  City  of.  Southern 
California  Edison  Co.  and  Pacific 
Light  &  Power  Corp.  Approving 
plans  for  the  distribution  of 
electric  energy  in  Los  Angeles..  307 
Los  Angeles,  City  of,  v.  Pacific 
Electric   Railway   Co.      Re   rates 

of    fare    24 

Marin  Municipal  Water  District. 
Rehearing  on  valuation  of  the 
Marin  Water  and   Power  Co.   for 

purchase    by   municipality 24 

Opinions  and  Orders,  Vol  10 112 

Vol.    11    317 

San  Joaquin  Light  &  Power  Corp. 
and  the  Mount  Whitney  Power  & 
Light  Co.  Reviewing  and  modi- 
fying former  rate  cases 215 

Southern  California  Edison  Co.     Re 

issuance   of    bonds 375 

Southern  California  Edison  Co., 
Pacific  Light  &  Power  Corp., 
and   Ventura   County   Power   Co. 

Re    merger    227 

Southern  Counties  Gas  Co.  of  Cali- 
fornia.    Re  issue  of  bonds 394 

Standard  Door  and  Sash  Co.  v. 
Southern    Cahfornia    Edison    Co. 

Re    refund    116 

California — Railroad  Commission.,  San 
.loaquin  Light  &  Power  Corp.  v. 
Decision  of  California  Supreme 
Court  upholding  commission's  order 

fixing    rates    232 

California — Supreme  Court.  San  Joa- 
quin Light  &  Power  Corp.  v.  Rail- 
road Commission.  Upholding  com- 
mission's   order    fixing    rates 232 

Colorado — Public     Utilities     Commis- 
sion. 
Amendments  to  public  utilities  act, 

1917    •. 158 


Colorado    Springs    Light,    Heat    & 

Power  Co.     Re  rates 324 

Rales  effective  August  1,  1917*..     339 
Colorado   Springs,   City  of,  v.   Alta 
Vista   Hotel    Co.      Re    safety   of 

customer's  installation  8 

Ratner  et  al.  v.  The  Denver  Gas  & 
Electric   Co.      Re   jurisdiction  of 

commission    in    rate   case 41 

Connecticut — Public  Utilities  Com- 
mission.       Annual     Report,      {5th). 

June   30,    1916    Ill 

Connecticut — Supreme  Court  of  Er- 
rors. Turner  v.  Connecticut  Co. 
Rehearing  and  Appeal 285 

a 

District  of  Columbia — Public  Utili- 
ties   Commission. 

Annual  Report,   IV.      1916 284 

Chesapeake  and  Potomac  Tele- 
phone Co.  Re  valuation  of  prop- 
erties     103,  119,  135 

Georgetown    Gas     Light     Co.       Re 

valuation    of    properties 103,  119,  135 

Potomac    Electric    Power    Co. 

Re  valuation  of  properties. 103,  119, 135 

Re    rates    245 

Union   Transfer    Co.      Re    rate   of 

return    156 

Washington  Gas  Light  Co. 

Re    acquisition    of    the    stock    of 

the  Georgetown  Gas  Light  Co.     110 
Re  valuation  of  properties. 103, 119, 135 

e 

Georgia — Railroad  Commission. 
Americus  Public  Service  Co.  Re 
rates    174 

f 

Idaho — Public  Utilities  Commission. 
Robert -Inskip  Plumbing  &  Heating 
Co.  Re  protection  from  compe- 
tition            11 

Illinois — Public    Utilities    Commission. 

Annual   Report,    2nd.      1915 336 

Conference  ruling  re  publishing 
notice    of    application    to    change 

rates    54 

Cook  V.  Public  Service  Co.  of 
Northern  Illinois.    Re  customer's 

deposits    118 

Electric  rates  in  the  state  of  Illi- 
nois in  effect  September  1,  1916..      282 
Kennedy  et  al.  v.  De  Kalb-Sycamore 
Electric      Co.        Re      rates      for 

steam  heating  service 329 

Kennedy  Furniture  Co.  et  al.  v. 
Commonwealth    Ediaon    Co.      Re 

refunds    392 

Lincoln  Water  &  Light  Co.  Re 
electric  rates  for  seasonal  serv- 
ice         115 

Opinions  and   Orders.      Vol,    II 336 

Pekin,  City  of,  v.  Pekin  Water- 
works Co.     Re  water  rates 185 

Illinois — Supreme    Court. 

Chicago,  City  of,  v.  William  L, 
O'Connell.  et  al.  Sustaining  juris- 
diction   of    commission 73 

Leonard  v.  City  of  Metropolis.     Re 

municipal    bond    issues 205 

New  York  Cent.  R.  (^o.  v.  Steven- 
son. Re  fee  for  issue  of  securi- 
ties           92 

•The  Star  indicates  that  rate  schedules 

are  given. 
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Indiana — Public    Service    Commission. 

Commercial  Club  of  Terre  Haute, 
et  al.  V.  Terre  Haute,  Indian- 
apolis and  Eastern  Traction  Co. 
Re    electric    rates* ISO 

Indianapolis   Water   Co.      Re   power 

of  commission  to  fix  rates 202 

Muncie  Electric  Light  Co.  Re  in- 
crease  in  power   rates   based   on 

the   cost    of   coal 248 

Interstate  Commerce  Commission. 

Arlington  Heights  Fruit  Exchange 
et  al.  V.  Southern  Pacific  Co. 
et  al.  Reparation  denied  in  case 
where    rates   were   reduced 299 

Decision  denying  the  application  of 
the  railroads  of  the  country  for 
permission  to  increase  freight 
rates    231 

Transcontinental  rates  312 

H 

Kansas  City — Court  of  Appeals. 
Zeilda  Forsee  Inv.  Co.  v.  St.  Joseph 
Gas  Co.     Re  extension  of  service..     239 

Kansas — Supreme  Court.  Wilson, 
City  of.  V.  Weber  et  al.  Com- 
pany's right  to  occupy  streets 
under  franchises  not  affected  by 
commission    regulation    383 

/If 

Maine — Public   Utilities    Commission. 

Annual    Report,    2nd.      1916 126 

Rumford  Falls  and  Bethel  Street 
Railway  Co.     Re  issuance  of  se- 

curitien    43 

Manitoba — Public  Utilities  Commis- 
sion.      Annual    Report,    5th.      Nov. 

30,    1916 158 

Maryland — Public  Service  Commission. 

Report,    1916    15 

Annual   Report,    32nd.      1916 143 

Massachusett.-) — Gas      and      Electric 
Light    Commissioners. 
Fall  River  Electric   Light    Co.     Re 

construction  of  transmission  line     262 
Turners    Falls    Power    &    Electric 

Co.     Re  issue  of  securities 394 

Massachusetts — Public  Service  Com- 
mission. 

Concord,  Maynard  &  Hudson  Street 
Railway     Co.       Re     increase     in 

rates    313 

Norwood,  Canton  &   Sharon  Street 

Railway  Co.     Re  rates 277 

Michigan — Ilailroad  Commission. 

New    York    Central    Railroad    Co. 

Re  issue  of  capital  stock 90,  395 

Williamson,  Village  of,  v.  William- 
son   Illuminating    Co.      Re    rates 

and    service    391 

Minnesota — Supreme    Court. 

Brooger  et  al.  v.  Chicago,  St.  P. 
M.    &    O.    Ry.    Co.      Re    rehearing 

and  appeal  304 

Shain  et  al.  v.  Great  Northern  Ry. 

Co.     Re  rehearing  and  appeal 207 

Mississippi — Supreme  Court.  Missis- 
sippi Railroad  Commission  v.  Mo- 
bile &  O.  R.  Co.  et  al.  Re  rehear- 
ing and  appeal  286 

Misiiouri — District  Court,  W.  D.  Mis- 
fiouri  W.  D.  Kansas  City,  C.  C.  & 
St.  J.  Ry.  Co.  V.  Barker,  Atty. 
Gen.,  et  al.  Restraining  commis- 
sion's order  requiring  certain  serv- 
ice at    a   loss 313 

Missouri — Public  Service  Commission. 

Report  of  Decisions,  Vol.  4 255 


Missouri — Public  Service  Commission, 
State  ex  rel.  United  Railways  Co. 
of  St.  Louis  V.  Decision  of  Mis- 
souri  Supreme   Court    re    extension 

of  service   45 

MiMsouri — Supreme   Court. 

Memphis  Electric  Light,  Heat  & 
Power  Co.  v.  City  of  Memphis. 
Re  interpretation  of  franchise..  39S 
St.  Joseph  Water  Co.,  State  ex  rel., 
v.  Bastin  et  al.  Re  effect  of  ex- 
tension of  city  limits  on  rates....  63 
State  ex  rel.  United  Railway  Co. 
of  St.  Louis  v.  Public  Service 
Commission.       Re     extension     of 

service    45 

Montana — Railroad  and  Public  Service 
Commission.  Annual  Reports.   1913- 

1916    397 

W 

Nebraska — State     Railway     Commis- 
sion.     Omaha,    Lincoln    &    Beatrice 
Railway  Co.     Re  issue  of  securities     172 
Nevada — Railroad   and    Public   Service 
Commission.         Biennial       Reports. 

1915-1916    318 

New  Hampshire — Public  Service  Com- 
mission. 
Annual   Report.      Vol.    5.      June   30, 

1915    14 

Antrim-Bennington    Electric    Light 

&  Power  Co.     Re  issue  of  stock     229 
Plymouth    Electric    Light    Co.      Re 

rates 387 

Rockingham  County  Light  &   Power 

Co.  Re  rates  based  on  the  cost 

of  coal  390 

New  Hampshire — S  u  p  r  e  m  e  Court. 
Grafton  County  Electric  Light  & 
Power    Co.    et    al.    v.    State.       Re 

valuation  in  merger  case 167 

New  Jersey — Court  of  Errors  and 
Appeals.  Erie  R.  Co.  v.  Board  of 
Public  Utility  Commissioners,  et  al. 

Re  rehearing  and  appeal. 79 

New  Jersey — Public  Utility  Commis- 
sioners. 

Annual   Report,    7th.      1916 284 

Bridgeton  Electric  Co.     Re  rates 

based  on   the  cost   of  coal 361 

Burlington  Sewerage  Co.     Re  rates  6 

Clayton-Glassboro    Water    Co.     Re 

rates    73 

Crick  v.  The  Rockland  Electric  Co. 

Re  extension  of  service 7 

Electric    Co.    of    New  Jersey.      Re 

rates  based  on  the  cost  of  coal..      362 
Hackensack  Water  Co.     Re  exten- 
sion  of    service 188 

Hirsh  v.  Plainfield-Union  Water  Co. 

Re  settlement   of  disputed  bill....        72 
Morris    Aqueduct,    Proprietors    of. 

Re  rates  for  water  service 157 

Peoples  Water  Co.     Re  protection 

from  competition  89 

Report   of  Decisions.     Volume   IV..      336 
Statistics  of  public  utilties  for  the 

year  1915   398 

New  Jersey — P.  U.  C,  et  al..  Brie  R. 
Co.  V.  Decision  of  the  New  Jersey 
Court    of    Errors    and    Appeals    re 

rehearing   and    appeal 79 

New  York — Court  of  Appeals.  Porter 
V.  Municipal  Gas  Co.  of  City  of 
Albany.     Re  safety  of  service 64 

•The  Star  indicates  that  rate  schedules 
are  given. 
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New   York — Public   Service   Commis- 
sion, First  District. 
Bronx    (iaa    &    Electric    Co.      Re 

electric    rates    67 

New     York     and     Queens     Electric 

Light  &  Power  Co.     Re  rates .'iS 

Order  pertaining  to  construction 
and    filing   of    schedules   of    rates 

and  forms  of  contracts i3,  54 

Order  governing  the  construction 
and  filing  of  schedules  of  rates 
and  forms  of  contracts  of  elec- 
trical   corporations    349 

Plan  for  drafting  legislation  affect- 
ing public   service  companies 319 

Richmond   Light   &  Railroad  Co.   et 

al.     Re  issuance  of  securities 264 

New    York — Public    Service    Commis- 
sion,  Second   District. 
Colliers  Light,  Heat   &   Power  Co. 

Re   extension   of   service 57 

Colliers  Light,  Heat   &   Power  Co. 

V.    Oneonta    Light    &    Power    Co. 

Re  protection  from  competition..        55 

Frankfort,  Village  of,  v.  Utica  Gas 

&     Electric     Co.       Re     minimum 

charge  for  gas  service 213 

International  Railway  Co.  Re  ex- 
tension of  service 232 

Reports  of  Decisions.    Vol.  V.    1916     336 
Walton,   Village  of,   v.   Walton   Peo- 
ple's Telephone  Co.     Re   rates....      393 
Waterville,  Village  of,  v.  Waterville 
Gas  &  Electric  Co.     Re  discon- 
tinuance of  gas  service 372 

New  York— P.  S.  C.  (2nd  D).,  People 
ex  rel.  Pavilion  Natural  Gas  Co.  v. 
Decision  of  New  York  Supreme 
Court,  Appellate  Division,  re  ex- 
tension   oif    servnce 160 

New  York — Supreme  Court,  Appel- 
late  Division. 

Kings  County  Lighting  Co.,  People 
ex  rel.  v.  Straus  et  al.     Re  issue 

of  stocks  and  bonds 399 

Northern  Westchester  Lighting  Co. 
V.  Village  of  Ossining.     Re  street 

lighting   contract    287 

Pavilion  Natural  Gas  Co.,  People 
ex  rel.  v.  Public  Service  Commis- 
sion, Second  District.  Re  ex- 
tension of  service 160 

New  York — Supreme  Court,  Equity 
Term.  Wackenhut  v.  Empire  Gas 
&  Electric  Co.  Re  rates  fixed  by 
contract    319 

O 

Ohio — Public   Utilities   Commission. 

Annual  Reports  1915  and   1916 317 

Ashtabula   Gas   Co.      Re   rates   for 

natural  gas  service 259 

Kent  Water  &  Light  Co.     Re  rates 

for  water  service 253 

Ohio — Supreme  Court.  Citizen's  Gas 
&  Electric  Co.  v.  Black.  Re  lia- 
bility of  company  for  act  of  em- 
ployee            79 

Oklahoma — Corporation    Commission. 

Annual  Report,  1915  and  1916 112 

Gassaway  et  al.  v.  Drumright  Gas 
Co.    Re  restoration  of  abandoned 

service    110 

New  AchiUe  Telephone  Co.  Re  cer- 
tificate of  convenience  and  ne- 
cessity          362 

Trimble  et  al.  v.  Wichita  Palls  & 
Northwestern  Railway  Co.  Non- 
interference of  commission  In 
company  management    276 


Oregon — Public  Service  Commission. 
Annual     Report,     10th.       December 

15,    1916    398 

Grants  Pass,  City  of,  et  al.  v.  Cali- 
fornia-Oregon Power  Co.  Re 
rates     for     electric    and     water 

service*   344,  355 

Portland    Railway    Light    &    Power 
Co. 
Re    valuation     for     rate    making 

purposes    83 

Residence    lighting    and    commer- 
cial   power    rates* 131 

Commercial    lighting    rates.    June 

9,    1917*    197 

Oregon — Supreme  Court.  Portland 
Gas  &  Coke  Co.  v.  Giebisch  et  al. 
Re  use  of  public  highways 304 

P 

Pennsylvania — Public  Service  Com- 
mission. 

Greensburg,  Borough  of,  et  al.  v. 
Westmoreland  Water  Co.  Re 
rates    154 

Opinions  and  Orders,  Vol.   I.     June 

30,    1915    112 

Schu.vlkill  Electric  Co.    Re  contract 

for  r.treet  lighting  service 252 

Stevens    v.    Abington    Electric    Co. 

Re  prompt   paj-ment   discount 275 

Ulrich  V.  Eastern  Pennsylvania 
Light,    Heat    &    Power    Co.      Re 

extension    of    service 221 

Pennsylvania — Supreme   Court. 

Borough  of  Mt.  Union,  et  al.  v.  Mt. 
Union  Water  Co.  Upholding  com- 
mission's  order   fixing   rates 224 

Vernon  Township  et  al.  v.  United 
Natural  Gas  Co.    Re  free  service 

to  municipality  238 

Philippine     Islands — Public    Utility 

Commissioners. 

Cavite     Electric    Light     &    Power 

Plant.      Re  increase  in   rates 135 

Iloilo  Electric  Co.     Re  rates 298 

Lucena  Electric  Light,  Ice  &  Water 
Co.  Re  charge  for  inspection  of 
customer's    electric    installation..      300 

Report,    Vol.    I.      Feb.    4,    1914,    to 

December    31,    1915 190 

R 

Rensselaer  Court  (N.  Y.).  Hare  v. 
New  York  Telephone  Co.  Re  pro- 
tection of   the  corporation 20S 

s 

South  Carolina — S  u  p  r  e  m  e  Court. 
Johnson  v.  Carolina  Gas  &  Electric 
Co.  Re  refusal  of  service  for  non- 
payment  of  bills 32 

T 
Texas — Court  of  Civil  Appeals.  Green 
v.  San  Antonio  Water  Supply  Co.    Re 
ordinance   rates  96 


u 

United  States — Supreme  Court. 

Adamson  Law.  Decision  on  the 
constitutionality  of   the  law 

Owensboro,  City  of,  v.  Owensboro 
Water  Works  Co.  Re  term  of 
franchise    


16 
61 
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Puget  Sound  Traction,  Light  & 
Power  Co.  v.  Reynolds  (Wash- 
ington-P.  S.  C.)-  Re  rates  fixed 
by  contract   320 

Van  Dyke  v.  Geary,  et  al.,  Ari- 
zona— C.  C  et  al.  Re  definition 
of  public  service 19-' 

V 

Vermont — Supreme  Court.  Roben  v. 
Ryegate  Light  &  Power  Co.  Juris- 
diction of  court  over  public  utilities     191 

w 

(Washington— P.  S.  C.)  Reynolds, 
Puget  Sound  Traction,  Light  & 
Power  Co.  v.  Decision  of  United 
States    Supreme    Court     re     rates 

fixed  by  contract 3-0 

Washington — Public  Service  Commis- 
sion, et  al..  State  ex  rel.,  Northern 
Pacific  Rv.  Co.  et  al.  v.  Decision 
of    Washington    Supreme    Court    re 

rehearing  and  appeal 1"6 

Washington — Supreme  Court.  North- 
ern Pacific  Ry.  Co.  et  al..  State 
ex  rel.,  v.  Washington  Public  Service 
Commission.  Rehearing  and  appeal  176 
West  Virginia — Public  Service  Com- 
mission. 

Annual  Reports.      1914,   191S-1916..     335 
Bluefteld,   City  of,   v.    Bluefield  Wa- 
terworks    &     Improvement     Co. 

Re  rates  for  water  service 294 

Wisconsin — Railroad    Commission. 
Booth  -  Schumaker      Manufacturing 
Co.  et  al.  V.  Wisconsin-Minnesota 
Light    &    Power    Co.    et    al.      Re 

extension    of    service 254 

Mondovi  Telephone  Co.     Re  rates....  7 

Racine  Water  Co.     Re  valuation  for 

purchase    by    municipality 199 

Sparta,  City  of,  v.  Monroe  County 

Telephone   Co.      Re    rates 254 

Standard."!     for     construction     and 

operation  of  electric  systems 319 

Wisconsin-Minnesota  Light  &  Power 
Co.       Re    rates    for    commercial 

lighting  in  Mondovi,  Wis.* 251 

Wisconsin — Supreme    Court. 

Miles  V.  People's  Telephone  Co.    Re 

customer  deposits  277 

State  ex  rel.  Pamperin  v.  Oconto 
Electric  Co.,  and  Oconto  Elec- 
tric Co.  V.  People's  Land  and 
Mfg.  Co.  et  al.  Re  indeterminate 
permit   62 


Companies  and  Cases  Reported 


Abington  Electric  Co.,  Stevens  v. 
Decision  of  Pennsylvania  Commis- 
sion re  prompt  payment  discount....     275 

Adamson  Law.  Decision  of  U.  S.  Su- 
preme Court  re  constitutionality 
of   the  law 16 

Alta  Vista  Hotel  Co.,  City  of  Co'o- 
rado  Springs  v.  Decision  of  Colo- 
rado Commission  re  safety  of  cus- 
tomer's installation  8 

American  Telephone  &  Telegraph  Co. 

Annual  Report.     December  31,  1916        29 

Americus  Public  Service  Co.  De- 
cision of  Georgia  Commission  re 
rates    174 


Antrim-Bennington  Electric  Light  & 
Power  Co.  Decision  of  New  Hamp- 
tihire  Commission  re  issue  of  stock     229 

Arlington  Heights  Fruit  Exchange  et 

al.  v.   Southern   Pacific  Co.   et  al. 

Decision   of    Interstate    Commerce 

Commission.      Reparation   denied   in 

case   where   rates   were    reduced....      299 

Ashtabula  Gas  Co.  Decision  of  Ohio 
Commission  re  rates  for  natural 
gas  service  259 


Barker,  Atty.  Gen.,  et  al.,  Kansas 
City,  C.  C.  &  St.  J.  Ry  Co.  v.  De- 
cision of  District  Court,  W.  D. 
Missouri,  W.  D.  Restraining  com- 
mission's order  requiring  certain 
service   at    a   loss 313 

Birmingham  Railway,  Light  &  Power 
Co.  Changes  in  rates  for  electric 
service.     May,   1917* 1S3 

Blaekstone  Valley  Gas  &  Electric  Co. 

Coal  clause  effective  July  25,  1917..      2S2 

Bluefield,  City  of,  v.  Bluefield  Water- 
works &  Improvement  Co.  De- 
cision of  West  Virginia  Commission 
re  rates  for  water  service 294 

Bluefield  Waterworks  &  Improvement 
Co.,  City  of  Bluefield  v.  Decision 
of  West  Virginia  Commission  re 
rates    for   water    service 294 

Booth-Schumaker  Manufacturing  Co. 
et  al.  v.  Wisconsin-Minnesota  Light 
&  Power  Co.  et  al.  Decision  of 
Wisconsin  Commission  re  extension 
of    service    254 

Bridgeton  Electric  Co.  Decision  of 
New  Jersey  Commission  re  rates 
based  on  tlie  cost  of  coal 361 

Brogger  et  al.  v.  Chicago  St.  P.  M.  & 
O.  Ry.  Co.  Decision  of  Minnesota 
Supreme  Court  re  rehearing  and 
appeal    304 

Bronx  Gas  &  Electric  Co.  Decision 
of  New  York  Commission  (ID)  re 
electric    rates    67 

Burlington  Sewerage  Co.     Decision  of 

New  Jersey  Commission  re  rates..  6 


Cahfornia-Oregon  Power  Co.,  City 
of  Grants  Pass  et  al.  v.  Decision 
of  Oregon  Commission  re  rates  for 
electric  and  water  service* 344,  355 

Calistoga  Electric  Co.  v.  Napa  Val- 
ley Electric  Co.  Decision  of  Cali- 
fornia Commission  re  commission's 
jurisdiction  over  contracts  between 
companies    230 

Carolina  Gas  &  Electric  Co.,  John- 
son V.  Decision  of  South  Carolina 
Supreme  Court  re  refusal  of  serv- 
ice  for  non-payment  of  bills 32 

Cavlte      Electric      Light      &      Power 
Plant.      Decision    of    Philippine    Isl- 
ands    Commission     re    increase     in 
rates    135 

Charleston  Consolidated  Railway  & 
Lighting  Co.  Coal  clause  effective 
September,    1917    372 

Chesapeake  and  Potomac  Telephone 
Co.  Decision  of  District  of  Co- 
lumbia Commission  re  valuation  of 
property    103,  119,135 
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Chicago,  City  of  v.  William  "L.  O'Con- 
nell  et  al.  Decision  of  Illinois  Su- 
pi'eine  t"'ourt  sustaining  jurisdic- 
tion  of   commission   73 

Chicago,  St.r.  M.  &  O.  Ry.  <'o., 
Brogger  et  al.  v.  Decision  of  Min- 
nesota Supreme  Court  re  rehear- 
ing and   appeal 304 

Citizen's  Gas  &  Electric  Co.  v.  Black. 
Decision  of  Ohio  Supreme  Court  re 
liability  of  company  for  act  of  em- 
ploye           79 

Clayton-Glassboro  Water  Co.  Deci- 
.sion    of    New    Jersey    Commission 

re  rates  73 

Cleveland  Electric   Illuminating  Co. 
Rates   and   coal   clause   for   service 
to     electric      railways      effective 

March    15,    1917» 51 

Commercial  light    and   power   rates 

effective    May    1,    1917* 101 

Coast  Counties  Gas  &  Electric  Co. 
V.  Sierra  &  San  Francisco  Power 
Co.  Decision  of  California  Com- 
mis.sion  re  protection  from  com- 
petition      9 

Colliers  Light,  Heat  &  Power  Co. 
Decision  of  New  York  Commission 

(2D)    re    extension  of   service 57 

Colliers  Light,  Heat  &  Power  Co. 
V.  Oneonta  Light  &  Power  Co. 
Decision  of  New  York  Commission 
(2D)  re  protection  from  competi- 
tion            55 

Colorado  Springs,  City  of,  v.  Alta 
Vista  Hotel  Co.  Decision  of  Colo- 
rado Commission  re  safety  of  cus- 
tomer's   installation    S 

Colorado  Springs  Light,  Heat  & 
Power   Co.      Decision   of   Colorado 

Commission    re    rates* 324,  339 

Columbus  Railway,  Power  &  Light 
Co.      Riites    for    electric    service. 

June  21,  1917» 243 

Commercial  Club  of  Terre  Haute, 
et  al.  v.  Terre  Haute,  Indianapolis 
and  Eastern  Traction  Co.  Deci- 
sion of  Indiana  Commission  re 
rates    for    electric    service.      April 

27,    1917»    150 

Commonwealth  Edison  Co.  Rate  for 
regular      power     service     effective 

May    1,    1917» 102 

Commonwealth  Edison  Co.,  Kennedy 
Furniture  Co.   et  al  v.  Decision  of 

Illinois  Commission  re  refunds 392 

Concord,  Maynard  &  Hudson  Street 
Railway  Co.  Decision  of  Massa- 
chusetts   Commission    re    increase 

in    rates    313 

Connecticut  Co.,  Turner  v.  Decision 
of   Connecticut    Supreme   Court   of 

Errors.      Rehearing    and    appeal 2S5 

Consolidated  Gas  Co.  Brief  on  the- 
oretical depreciation   submitted    to 

New    York    Commission    (ID) 381 

Consolidated  Gas,  Electric  Light  & 
Power  Co.  of  Baltimore.  Electric 
rate  schedules  effective  May,  1917*  35 
Cook  V.  Public  Service  Co.  of  North- 
ern Illinois.  Decision  of  Illinois 
Commission  re  customer's  deposits  IIS 
Crick  v.  The  Rockland  Electric  Co. 
Decision  of  New  Jersey  Commis- 
sion re  extension  of  service 7 

Cuttle  et  al.  v.  Hanford  Gas  & 
Power  Co.  Decision  of  California 
Commission  re  rates 5 


DeKalb-Sycamore  Electric  Co.,  Ken- 
nedy et  al.  v.  Decision  of  Illinois 
Commission  re  rates  for  steam 
healing  service  329 

Denver  (Jas  &  Electric  Co.,  Ratner 
et  al.  V.  Decision  of  Colorado  Com- 
mission re  jurisdiction  of  commis- 
sion in  rate  case 41 

Detroit  Edison  Co.  Rates  for  resi- 
dence lighting  effective  July  1,  1917*      163 

Drumright  Gas  Co.,  Gassaway  et  al. 
V.  Decision  of  Oklahoma  Commis- 
sion re  restoration  of  abandoned 
service    ....: no 

e 

Eastern  Pennsylvania  Light,  Heat  & 
Power  Co.,  Ulrich  v.  Decision  of 
Pennsylvania  Connnission  re  exten- 
sion  of    service 221 

Eastin  et  al..  State  ex  rel.  St.  Joseph 
Water  Co.  v.  Decision  of  Missouri 
Supreme  Court  re  effect  of  exten- 
sion of  city  limits  on  rates 63 

Edison    Electric    Illuminating    Co.    of 
Brockton,  Mass. 
Electric     rates    effective    April    1, 

1917*    21 

Coal    clause    195 

Edison  Electric  Illuminating  Co.  of 
Brooklyn.  Coal  clause  effective 
June    30,    1917* 212 

Electric  Co.  of  New  Jersey.  Decision 
of  New  Jersey  Commission  re 
rates  based  on  the  cost  of  coal 362 

Empire  Gas  &  Electric  Co.,  Wacken- 
hut  V.  Decision  of  New  York  Su- 
preme Court,  Equity  Term,  re 
rates  fixed  by  contract 319 

Erie  County  Electric  Co.  and  the 
Erie  Lighting  Co.  Coal  clause  in 
wholesale  power  schedule  effective 
June    1,    1917* 179 

Erie  R.  Co.  v.  Board  of  PubUc  Utility 
Commissioners,  et  al.  Decision  of 
New  Jersey  Court  of  Errors  and 
Appeals  re  rehearing  and  appeal 79 

F 

Fall  River  Electric  Light  Co. 

Coal  clause,  July  1,  1917 147 

Decision    of    Massachusetts    Com- 
mission      re       construction       of 

transmission  line  262 

Frankfort,  Village  of,  v.  Utica  Gas 
&  Electric  Co.  Decision  of  New 
York  Commission  (2D)  re  minimum 
charge   for   gas   service 213 


Gas.saway  et  al.  v.  Drumright  Gas  Co. 
Decision  of  Oklahoma  Commission 
re  restoration  of  abandoned  service 

Georgetown  Gas  Light  Co.  Decision 
of  District  of  Columbia  Commis- 
sion re  valuation  of  property  103,119,135 

Giebisch  et  al,,  Portland  Gas  &  Coke 
Co.  V.  Decision  of  Oregon  Supreme 
Court    re   use   of   public   highways... 

Grafton  County  Electric  Light  & 
Power  Co.  et  al.  v.  State.  Decision 
of  New  Hampshire  Supreme  Court 
re  valuation  in  merger  case 167 
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Grants  Pass,  City  of,  et  al.  v.  Cali- 
fornia-Oregon Power  Co.  Deci- 
sion of  Oregon  Commission  re 
rates  for  electric  and  water 
service*     344,  355 

Great  Northern  Ry.  Co.,  Schain 
et  al.  V.  Decision  of  Minnesota  Su- 
preme Court  re  rehearings  and 
appeal    207 

Great  Western  Power  Co.  Decision 
of  California  Commission  re  pro- 
tection  from  competition 374 

Green  v.  San  Antonio  Water  Supply 
Co.  Decision  of  Texas  Court  of 
Civil   Appeals   re   ordinance    rates...       96 

Green.'iburg,  Borough  of,  et  al.  v. 
Westmoreland  Water  Co.  Decision 
of  Pennsylvania  Commission  re 
rates    154 

H 

Hackensack  Water  Co.  Decision  of 
New  Jersey  Commission  re  exten- 
sion   of    service 188 

Hackney  case.  ( London. )  Opinion  by 
Judge   Astbury    366 

Hanford  Gas  &  Power  Co.,  Cuttle 
et  al.  V.  Decision  of  California 
Commission   re   rates 5 

Hare  v.  New  York  Telephone  Co. 
Decision  of  Rensselaer  County 
Court  (N.  Y.)  re  protection  of 
the    corporation    208 

Hirsh  v.  Plainfield-Union  Water  Co. 
Decision  of  New  Jersey  Commis- 
sion re  settlement  of  disputed  bill       72 

f 

Iloilo  Electric  Co.  Decision  of  Phil- 
ippine  Island   Commission    re   rates     298 

Indianapolis  Water  Co.  Decision  of 
Indiana  Commission  re  power  of 
Commission    to    fix    rates 202 

International  Railway  Co.  Decision 
of  New  York  Commission  (2D)  re 
extension    of    service 232 

Janesville     Electric     Co.       Residence 

rates   effective   April   1,    1917* 14S 

Johnson  v.  Carolina  Gas  &  Electric 
Co.  Decision  of  South  Carolina  Su- 
preme Court  re  refusal  of  service 
for   non-payment    of   bills 32 

K 

Kansas  City,  C.  C.  &  St.  J.  Ry.  Co.  v. 
Barker,  Atty.  Gen.,  et  al.  Decision 
of  District  Court  W.  D.  Missouri 
W,  D.  Restraining  commission's 
order  requiring  certain  service  at 
a  loss   313 

Kansas  City  Light  &  Power  Co. 
Electric  rates  effective  June  1, 
1917*    164 

Kennedy  et  al.  v.  De  Kalb-Sycamore 
Electric  Co.  Decision  of  Illinois 
Commission  re  steam  heating  serv- 
ice   rates    329 

Kennedy  Furniture  Co.  et  al.  v.  Com- 
monwealth Edison  Co.  Decision  of 
Illinois  Commission  re  refunds 392 

Kent  Water  &  Light  Co.  Decision  of 
Ohio  Commission  re  rates  for 
water  service  253 

King.s  County  Lighting  Co.,  People 
ex  rel.  v.  Straus  et  a!.  Decision 
of  New  York  Supreme  Court,  Ap- 
pellate Division  re  issue  of  stocks 
and  bonds  399 


L 

Leonard  v.  City  of  Metropolis.  De- 
cision of  Illinois  Supreme  Court 
re  municipal  bond  issues 205 

Lincoln  Water  &  Light  Co.  Decision 
of  Illinois  Commission  re  rates  for 
seasonal    service    115 

Los  Angeles,  City  of.  Southern  Cali- 
fornia Edison  Co.,  and  Pacific  Light 
&  Power  Corp.  Decision  of  Cali- 
fornia Commission  approving  plans 
for  the  distribution  of  electrical 
energy   in    Los    Angeles 307 

Los  Angeles,  City  of,  Los  Angeles 
Gas  &  Electric  Co.  v.  Decision  of 
District  Court,  S.  D.  California, 
S.  D.,  re  right  of  city  to  order  re- 
moval or  relocation  of  company's 
property  in  street   266 

Los  Angeles,  City  of,  v.  Pacific  Elec- 
tric Railway  Co.  Decision  of  Cali- 
fornia Commission  re  rate  of  fare       24 

Los  Angeles  Gas  &  Electric  Co.  v. 
Citv  of  Los  Angeles.  Decision  of 
District  Court,  S.  D.  California, 
S.  D.,  re  right  of  city  to  order  re- 
moval or  relocation  of  company's 
property  in  street   266 

Louisville  Gas  &  Electric  Co.  Resi- 
dence lighting  rates,  effective  Mav 
1,   1917*    : 19 

Lowell  Electric  Light  Corp.  Coal 
clause  applicable  to  industrial 
power  service  371 

Lucena  Electric  Light.  Ice  &  Water 
Co.  Decision  of  Phihppine  Islands 
Commission  re  charge  for  inspec- 
tion of  customers  electric  instal- 
lation          300 

Aff 

Marin  Municipal  Water  District.  De- 
cision of  California  Commission. 
Rehearing  on  valuation  of  the 
Marin  Water  &  Power  Co.  for  pur- 
chase   by   municipality 24 

Marin  Water  &  Power  Co.  Decision 
of  Cahfornia  Commission.  Re- 
hearing on  valuation  for  purchase 
by   municipality    24 

Memphis,  City  of,  et  al.,  Memphis 
Electric  Light,  Heat  &  Power 
Co.  V.  Decision  of  Missouri  Su- 
preme Court  re  interpretation  of 
franchise    398 

Memphis  Electric  Light,  Heat  & 
Power  Co.  v.  City  of  Memphis, 
et  al.  Decision  of  Missouri  Su- 
preme Court  re  interpretation  of 
franchise    398 

Metropolis,  City  of,  Leonard  v.  De- 
cision of  Illinois  Supreme  Court  re 
municipal    bond   issues 205 

Miles  v.  People's  Telephone  Co.  De- 
cision of  Wisconsin  Supreme  Court 
re    customer's   deposit 277 

Mississippi  Railroad  Commission  v. 
Mobile  &  O.  R.  Co.  et  al.  Decision 
of  Mississippi  Supreme  Court  re 
rehearing  and  appeal 286 

Mobile  &  O.  R.  Co.  et  al.,  Mississippi 
Railroad  Commission  v.  Decision 
Mississippi  Supreme  Court  re  re- 
hearing  and    appeal 286 

Mondovi    Telephone    Co.      Decision    of 

Wisconsin  Commis.sion  re   rates 7 
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amamagaiBam^^ 


420 


11       Rate     Research 


Monroe  County  Telephone  Co.,  City 
of  Sparta  v.  Decision  of  Wisconsin 
Commission    re    rates 254 

Morris  Aqueduct,  Proprietors  of. 
Decision  of  New  Jersey  Commis- 
sion re  rates  for  water  service 157 

Mt.  Union,  Borough  of,  et  al.  v.  Mt. 
Union  Water  Co.  Decision  of  Penn- 
sylvania Supreme  Court.  Upholding 
commission's   order   fi.\ing   rates 224 

Mt.  Union  Water  Co.,  Borough  of  Mt. 
Union,  et  al.  v.  Decitvon  of  Penn- 
sylvania Supreme  Court.  Uphold- 
ing commission's  order  fixing  rates..      224 

Mt.  Whitney  Power  &  Klectric  Co., 
and  the  San  Joaquin  Light  &  Power 
Corp.  Decision  of  California  Com- 
mis.Tion  reviewing  and  modifying 
former    rate    cases 215 

Muncie  Electric  Light  Co.  Decision 
of  Indiana  Commission  re  increase 
in  power  rates  based  on  the  cost 
of  coal 248 

Municipal  Gas  Co.  of  City  of  Albany, 
Porter  v.  Decision  of  New  York 
Court  of  Appeals  re  safety  of 
service    64 


M 

Napa  Valley  Electric  Co.,  Calistoga 
Electric  Co.  v.  Decision  of  Cali- 
fornia Commission  re  commission's 
jurisdiction  over  contracts  between 
companies    230 

Narragansett    Electric    Lighting    Co. 

Power  rates*   23,  185 

New  Achille  Telephone  Co.  Decision 
of  Oklahoma  Commission  re  certifi- 
cate of  convenience  and  necessity..      362 

New  Bedford  Gas  &  Edison  Light  Co. 
Electric  rates  effective  March  15, 
1917*    3 

New  York  Edison  Co.  Reduction  in 
maximum  rate  for  electricity.  July 
1,    1917*    211 

New  York  and  Queens  Electric  Light 
&   Power  Co. 
Decision    of    New    York    Commiss- 

sion    (ID)    re   rates 38 

Rates     for     electric     lighting     and 

power  effective  May  28,  1917* 212 

New  York  Central  Railroad  Co.  De- 
cisions of  Michigan  Railroad  Com- 
mission re  issue  of  capital  stock. .90,  395 

New  York  Cent.  R.  Co.  v.  Steven- 
son. Decision  of  Illinois  Supreme 
Court  re  fee  for  issue  of  securi- 
ties            92 

New  York  Telephone  Co.,  Hare  v. 
Decision  of  Rensselaer  County 
Court  re  protection  of  the  cor- 
poration          208 

Northern  Pacific  Ry.  Co.  et  al..  State 
ex  rel.  v.  Washington  Public  Service 
Commission  et  al.  Decision  of 
Washington  Supreme  Court  re  re- 
hearing  and    appeal 176 

Northern    Westchester    Lighting    Co. 
V.  Village  of  Ossning.     Decision  of  . 
New  York  Supreme  Court  re  street 
lighting  contract    287 

Norwood,  Canton  &  Sharon  Street 
Railway  Co.  Decision  of  Massa- 
chusetts Commisijion  re  rates 277 
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